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Agriculture in 1947 


I. Introduction 


ITH few exceptions, stocks of the leading farm 

products in this country at the turn of the year 
are smaller than they were a year ago or than they 
were on the average during the war years. Most of 
them are not particularly large even when compared 
‘with the average late prewar years, and, considered 
_ relative to demand during 1946, they are certainly not 
exceptionally large. 


LARGE EXPORT DEMAND 


Abroad, supplies on the average are far below nor- 
mal, even in countries that are normally large im- 
porters of farm products. They are not large even 
in relation to the drastically low consumption of 1946. 

Demand for exportable food supplies promises to be 
nearly as great as it was in 1946, when potential de- 
mand far exceeded actual supply, while exportable 
supplies of all goods, in terms of calories, may be no 
larger. This opinion has been expressed by the De- 
partment of Agriculture, which has set 1947 produc- 
tion goals at near wartime levels, and defends its 
action as being “justified by anticipated needs.” 


Yet forecasts, official and otherwise, are almost 
unanimous in placing 1947 prices of farm products 
below those of 1946. Many commentators see them 
quite substantially below. Writing in the November 
issue of The Agricultural Situation, Oscar C. Stine, 
Assistant Chief of the Bureau of Agricultural Eco- 
nomics, observes that “prices received by farmers in 
1947 as a whole may average 10% below the present 
level and be lower at the end of the year so that the 
average for the 1947-1948 marketing season may be 
as much as 15% to 20% below the present level.” 


EXPECT PRICE DROP 


The department appears in much of its current com- 
ment to be preparing the American farmer for exten- 
sive readjustments in his economic position in the 
not very distant future. Many analysts have lately 
been occupied estimating the effect of all this upon 
the economy as a whole, and interest has been sharply 
revived in government “support” programs and the 
over-all economic status of the agricultural sector of 
the economy. 


II. Supply and Demand—The Facts 


VIDENTLY factors are at work, or are believed 

to be at work, which are not measured by the 
ordinary statistics of production, stocks and consump- 
tion. The more important facts of this complex situa- 
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tion are brought together here for whatever practical 
value they may have. 

Year-end supply statistics of the more important 
farm products are related to the volume of demand 
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during recent and late prewar years in tables 1 and 4. 
Stocks of wheat on hand in this country on January 
1, 1947, amounted to 640 million bushels, or 52.5% of 
consumption and exports in 1946. Stocks at the be- 
ginning of the year averaged 87.7% of annual con- 
sumption during the war years 1941-1945, and 65.3% 
during the prewar years 1935-1939. The carry-over 
of cotton into the new crop year was 7,522,000 bales, 
or 59.0% of combined consumption and exports dur- 
ing the past season. The corresponding average figure 
for the war years was 93.2%, and for the 1935-1939 
period, 62.9%. The figures for the other commodities 
vary, but it is only in eggs and potatoes that stocks 
appear to be unwieldy. 


Production Prospects Good 


Table 4, showing livestock on farms, supplements 
the meat-supply figures found in Table 1. As of Janu- 
ary 1, 1946, (the latest date for which such data are 
available) there were more milk cows on the farms 
of the country than was usual during prewar years, 
but an appreciable decline from the peaks of 1944 
and 1945 is observable. The same general situation 
is likewise revealed in the figures of other kinds of 
cattle on farms. Sheep and lambs were definitely 
below the late prewar and war-year averages. There 
is nothing particularly outstanding in the hog statis- 
tics shown. 

Production prospects for this year, so far as defi- 
nite indications can be discerned at this time, are 
good, but current uncertainty about the price outlook 
arises from doubt concerning continuation of the high 
1946 effective demand. This uncertainty is bolstered 
by the level to which many agricultural prices have 
risen during the war years, and particularly during 
the period since controls were lifted and subsidies 
eliminated. 


DEMAND, PAST AND PROSPECTIVE 


Careful study of Table 1 reveals that for most of 
the more important farm products both home con- 
sumption and exports in 1946 were far larger than 
in the average prewar year. Much of the uncertainty 
about 1947 prices of agricultural commodities stems 
from doubt whether either domestic consumption or 
the volume of exports will match that of 1946. The 
Office of Foreign Agricultural Relations of the De- 
partment of Agriculture has summarized and inter- 


preted the facts on the world situation in the follow- 
ing sentences: 


“World food production in 1946-47 will be about 7% 
above the low level of last year and may be slightly 
above the prewar average. While the most pronounced 
Increases in production occurred in the war-devastated 
areas and in areas stricken by drought in 1945-46, out- 
put in many of these areas is still far below average and 
they are in urgent need of continued large imports dur- 
ing 1946-47, Much of the increase in production this 
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year is in areas where supplies are not readily available 
for export... . 


“The demand for exportable food supplies promises to 
be nearly as great during the 1946-47 consumption year 
as it was in the past year, while exportable supplies of 
all foods, in terms of calories, may be no larger. Supplies 
of bread grains available for export may be somewhat 
smaller because of the sharp reduction in stocks last year. 
Rice supplies available from exporting countries are 
likely to continue at about last year’s low level. Some 
increase is in prospect in the quantities of sugar, fats and 
oils, and fish available for export but these increases will 
be partially offset by smaller exports of meat, dairy 
products and eggs. 


“The demand for food imports is stimulated by the low 
level of food stocks in both exporting and importing 
countries and a desire to increase stocks sufficiently to 
overcome the day-to-day problems of distribution. There 
is also a desire, on the part of many countries, to in- 
crease the rations of their population over the extremely 
low levels of last year when physical endurance was low- 
ered by malnutrition... . 


“On a per capita basis food supplies for the current 
consumption year are about 5% below prewar.” 


But in one vital respect, as the department points 
out, the situation during the current year will differ 
from that of last year. Says the department: 

“During the current calendar year (1946) a large part 
of the international food shipments has been on a non- 
commercial basis. The largest item in this category was 
relief shipments by UNRRA, individual governments, and 
private individuals and organizations. Military ship- 
ments for civilian feeding in occupied areas were sub- 
stantial, particularly in the case of the United States. 

Substantial shipments of food were made also as part of 

the winding-up of the United States lend-lease program. 


“With this program wound up, and with UNRRA dis- 
continuing its activities at the end of 1946 (except for 
the Far East), most of the international food shipments 
in 1947 will be on a purchase basis. Leaving military 
. shipments aside (which are not included in the usual 
trade statistics) , it appears that more than four fifths of 
the prospective 1947 food exports from the United States 
will be on a cash or credit basis. (In contrast, in the 
first half of 1946, nearly one half of the United States 
agricultural exports consisted of lend-lease goods and of 
UNRRA and other relief shipments.) 


“In the case of most other agricultural exporting coun-- 
tries, the proportion of food exports on a gift basis is 
likely to be even smaller than for the United States 
with its large population—where shipments are made by. 
churches and other charitable institutions and by indi- 
viduals. 


“Purchases of food by foreign countries will, of course, 
be dependent both upon the availability to them of gold 
and foreign exchange and upon the relative urgency for 


industrial or nonfood imports.” 
- 


Foreign countries and foreign purchasers generally 
will be harder bargainers, it is believed, than those 
who have been buying for relief export in the past. 


TABLE 1: DEMAND-SUPPLY POSITION OF LEADING AGRICULTURAL COMMODITIES 


Source: Bureau of Agricultural Economics 


Calendar Years Except Where Noted 
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Another factor which tends to limit export, particu- 
larly perhaps from the United States, and thus to 
cause effective demand to fall short of need is the 
difficulty of obtaining transportation for products 
purchased. Strikes in the United States, port destruc- 
tion in Europe, and the inferior condition of all modes 
of transport in war-torn countries in Europe and 
China place very definite limitations upon the quan- 
tity of goods that may be shipped to those sections 
of the world that are most in need. 


DOMESTIC DEMAND 


On the domestic side, current discussion usually 
relates an expected decline in demand for agricultural 
products to a prospective recession in nonagricultural 
business activity. This view is summarized in the 
December monthly review of the Federal Reserve 
Bank of Chicago: 


“Of prime importance currently, as always, in deter- 
mining the future course of prices of farm products is 
the level of income payments. If a high level of indus- 
trial production and employment is maintained, the out- 
look for farm prices is relatively favorable; if not, farm 
prices are likely to experience precipitous declines. Even 
with high levels of industrial production and employment, 
prices of farm products are expected to decline relative 
to prices of other commodities and services. This would 
be, in part, a readjustment resulting from the relatively 
greater increase in prices of farm products than in prices 
of other important groups of commodities and services 
commonly experienced during wars or other periods of 
sharply increased demand.” 


As to what is ahead in 1947 for industry and trade, 
as distinguished from agriculture, there is consider- 
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able difference of opinion, although recession in some 
degree is generally expected. (See surveys of this sit- 
uation on pages 18 and 26.) 


THE PRICE RECORD 


The greater advance during the war years in the 
prices of farm products over those of other types of 
goods and services, and the recent weakness in such 
commodities as cotton, grains, butter, eggs, poultry 
and potatoes have influenced current appraisal of the 
outlook for farm prices. These prices, which rose more 
drastically than any of the other groups during World 
War I and which tended to maintain themselves rela- 
tively well through the last half of the Twenties, suf- 
fered more severely than any others during the early 
years of the depression. They rallied in the middle 
Thirties, but suffered, relatively speaking, severely in 
1938. They had not caught up with nonfarm prod- 
ucts when we entered the war. During the first year 
we were at war farm prices rose about 20.6%, food 
15%, and all other commodities less than 3%. In the 
week ended December 14, 1946, farm products stood 
69%, and food 61% above the 1926 level, while other 
prices were only 23% higher than in the earlier year. 
The over-all average on that date had not turned 
downward, but a number of important farm products 
had suffered substantial, in some instances even spec- 
tacular, losses. Thus, corn, for which the farmer had 
received as much as $1.96 per bushel in July brought 
him only $1.22 in December. The farm price of cot- 
ton, as high as 37.69 cents in October, was down to 
less than 30 cents in November and December. Weak- 
ness in butter, eggs and potatoes has been widely pub- 
licized in recent weeks. 


III. Government Aid to Agriculture 


HE DEFENSE program and the Second World 

War necessitated a complete transformation of 
governmental agricultural policies. The ensuing high 
demand for agricultural commodities made expanded 
production of paramount importance. The restrictive 
policies of the prewar years were put aside, and the 
soil conservation practices were utilized to increase 
production. In addition, a system of price supports 
was adopted to encourage the needed production, 
with the supports to be continued into the postwar 
period. 


PRICE SUPPORTS 


Under existing legislation, the government is com- 
mitted to support, at a rate of at least 90% of parity, 


a number of agricultural commodities at least through 
the two years beginning with the first day of Janu- 
ary following the official termination of hostilities. 
The President’s declaration of December 31 officially 
terminated the period of hostilities, thus terminating 
the postwar government price-support program at 
the end of 1948. 


Affect Three Groups 


Existing legislation places agricultural commodities 
in three groups for price-support activities: basic, 
Steagall, and other. 

The basic commodities include corn, wheat, cotton, 
tobacco, rice, and peanuts, the prices of which are 
to be supported at 90% of parity, except for cotton, 
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the rate for which is 9244%.1 Separate rates are pro- 
vided for certain grades of tobacco. The Steagall com- 
modities are hogs, eggs, chickens (with certain ex- 
ceptions) and turkeys, milk and butterfat, dry peas 
of certain varieties, dry edible beans of certain varie- 
ties, soybeans, peanuts and flaxseed for oil, Ameri- 
can-Egyption cotton, potatoes, and sweet potatoes. 
Public announcements were made requesting in- 
creased production of these commodities. The price 
floor for Steagall commodities is 90% of parity, with 
no maximum support indicated. Further legislation 
provides for commodities other than the basic and 
Steagall to the extent that funds are available. Price 
supports for the basic commodities are provided by 
producer loans; for the Steagall commodities, by 
loans, purchases, and other programs. 


AUTHORIZING LEGISLATION 


Authorizing legislation for the support of the prices 
of basic commodities is found in the Stabilization Act 
of 1942. Section 8 (a) of the act, as amended, reads 
as follows: 


“The Commodity Credit Corporation is authorized and 
directed to make available upon any crop of the com- 
modities cotton, corn, wheat, rice, tobacco, and peanuts 
harvested after December 31, 1941, and before the ex- 
piration of the two-year period beginning with the first 
day of January immediately following the date upon 
which the President by proclamation or the Congress by 
concurrent resolution declares that hostilities in the pres- 
ent war have terminated, if producers have not disap- 
proved marketing quotas for such commodity for the 
marketing year beginning in the calendar year in which 
such crop is harvested. Loans as follows: 


“(1) To cooperators (except cooperators outside the 
commercial corn-producing area, in the case of corn) 
at the rate in the case of cotton of 9242% (except with 
respect to cotton crops harvested after December 31, 
1943, but not with respect to cotton crops planted after 
1944, 95%) and at the rate in the case of the other 
commodities of 90% of the parity price for the commod- 
ity as of the beginning of the marketing year; 

“(2) To cooperators outside the commercial corn-pro- 
ducing area, in the case of corn, at the rate of 75% 
of the rate specified in (1) above; 

“(8) To noncooperators (except noncooperators out- 
side the commercial corn-producing area, in the case of 
corn) at the rate of 60% of the rate specified in (1) 
above and only on so much of the commodity as would 
be subject to penalty if marketed.” 


The Steagall amendment is part of the act of July 
_ 1, 1941, and is as follows: 


“Whenever during the existing emergency the Secre- 
tary of Agriculture finds it necessary to encourage the 
expansion of production of any nonbasic agricultural 


IDuring 1944, 95% of parity. 


"Department of Agriculture, “Federal Statutory Provisions 
Relating to Price Support for Agricultural Commodities,” pp. 5-6. 
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commodity, he shall make public announcement thereof 
and he shall so use the funds made available under sec- 
tion 3 of this act (funds which the Commodity Credit 
Corporation is authorized to borrow on the credit of the 
United States), or otherwise made available to him for 
the disposal of agricultural commodities, through a com- 
modity loan, purchase, or other operation, taking into 
account the total funds available for such purpose for 
all commodities, so as to support, during the continu- 
ance of the present war and until the expiration of the 
two-year period beginning with the first day of January 
immediately following the date upon which the President 
by proclamation or the Congress by concurrent resolu- 
tion declares that hostilities in the present war have ter- 
minated, a price for the producers of any such commodity 
with respect to which such announcement was made of 
not less than 90% of the parity or comparable price 
therefore. The comparable price for any such commodity 
shall be determined and used by the Secretary for the 
purposes of this section if the production or consumption 
of such commodity has so changed in extent or char- 
acter since the base period as to result in a price out of 
line with parity prices for basic commodities. Any such 
commodity loan, purchase, or other operation which is 
undertaken shall be continued until the Secretary has 
given sufficient public announcement to permit the pro- 
ducers of such commodity to make a readjustment in the 
production of the commodity. For the purposes of this 
section, commodities other than cotton, corn, wheat. 
tobacco, peanuts and rice shall be deemed to be nonbasic 
commodities.”” 


The act of July 1, 1941, also contains the provision 
regarding commodities other than basic and Steagall. 
Support prices have been announced for about 140 of 
these commodities. Section 4(b) of the act reads as 
follows: 


“Tt is hereby declared to be the policy of the Congress 
that the lending and purchase operations of the Depart- 
ment of Agriculture. . . . shall be carried out so as to 
bring the price and income of the producers of nonbasic 
commodities not covered by any such public announce- 
ment to a fair parity relationship with the basic and the 
Steagall commodities, to the extent that funds for such 
operations are available after taking into account the 
operations with respect to the basic commodities and 
the commodities listed in any such public announcement 
and the ability of producers to bring supplies into line 
with demand.” 


How Supports Work 


Robert H. Shields, the Solicitor of the Department 
of Agriculture points out that under the Steagall 
amendment prices may be supported “through a com- 
modity loan, purchase, or other operation,” thus leav- 
ing the method to be utilized to administrative dis- 
cretion. Various methods have been used for support 
operations. Shields states that “many of these op- 
erations have involved inventory takeouts; that is, 

lbid, p. 4 

*Tbid, p. 21 
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commitments to processors or dealers to purchase in- 
ventories of commodities for which farmers were paid 
support prices or inventories of products, such as 
soybean oil and meal, made from commodities for 
which farmers were paid support prices.’ 


SUPPORT LEVELS 


A question calling for clarification under the Stea- 
gall amendment concerns the use of price-support 
payments to producers either to supplement a market 
support price lower than 90% of parity or comparable 
price, or “in lieu of any program for supporting the 
price of the commodity in the market;” the amount 
of such payments being “the difference between the 
price realized from the sale of the commodity in the 
market and 90% of the parity or comparable price.” 
It is pointed out that “although the language of the 
Steagall amendment seems broad enough to warrant 
some argument in favor of such an approach, the 
sounder view appears to be that such a payment pro- 
gram is not comprehended by the Steagall amend- 
ment and that activity thereunder is to be confined 
to operations which support market prices at not less 
than 90% of the parity or comparable price. In ad- 
dition, the marketing level at which price support 
mechanisms are operative is left to administrative 
discretion. Thus, the price support mechanism may 
be operative at the farm level, the local market level, 
the subterminal or terminal market level or at more 
than one level, depending upon what is administra- 
tively most practicable. In most cases, operations are 
carried out at more than one level. For example, with 
respect to the 1943, 1944, and 1945 crops of Irish 
potatoes, loans were made to producers and dealers 
who paid support prices, and purchase programs were 
carried out at both levels.’ 


Minimum Support 


Under the Steagall amendment, unlike the basic 
commodity legislation which sets a fixed support, a 
minimum support is provided. This permits price 
supports at levels higher than 90% of parity or com- 
parable price. An issue frequently raised concerns 
the applicability of support prices to all grades and 
qualities of a commodity. Shields states that “the 
support price mechanisms for Steagall commodities 
have been designed, to the fullest practicable extent, 
to support the prices for producers of the commodity 
as grown and normally marketed at any location and 
at any time. However, in some cases the administra- 
tive officials have determined that the most prac- 
ticable way to accomplish this objective, taking into 
account all factors of production, storage, marketing, 

Department of Agri 4 isi 
Relating to Price Sige ier Le wa 


revision. of a talk given by Mr. Shields. The material in the following 
section is drawn from this publication. 


2Jbid, p. 15 


and so forth, is by supporting only certain grades or 
qualities of a commodity. For example, with respect 
to Irish potatoes, loan rates have been based on the 
percentage of U.S. No. 1 potatoes in the lot, and loan 
rates on U. S. No. 2 potatoes were stated in terms 
of a percentage of the United States No. 1 loan rate. 
It seems reasonable to conclude that, so long as the 
support program, to the fullest practicable extent, 
enables the producer to receive the support price for 
the commodity in the form or condition in which it 
is normally marketed by producers, the requirements 
of the Steagall amendment are satisfied.”? 


Facilities Inadequate 


Two additional questions are raised. The first refers 
to guaranteeing the support price on each day the 
farmer markets the commodity. Shields points out 
that “to assure the attainment of this objective, it 
would be necessary throughout the marketing season 
to have marketing and storage facilities adequate to 
handle all Steagall amendment commodities at every 
point where such commodities are marketed by farm- 
ers. Experience demonstrates that facilities are not 
now available to this extent. Accordingly . . . the 
department must do the best it can with the facilities 
available. Thus, where local storage facilities are in- 
adequate, producer loan programs may be supple- 
mented by purchase programs and by loans and pur- 
chases at subterminal and terminal market levels, all 
such operations being calculated to assure the an- 
nounced support prices to farmers.”? 


Table 4: Federal Expenditures for Aid to 
Agriculture! 
Source: Treasury Department 


Fiscal year $3Imillion 

LOB. st Nesta 4 8d Sade ebets, Ut atteRemmeaets, «renee eta 437 
OSB rin Baek sm avi ieee meee eo Cees hae eae 176 
LOS 4 iz aichors)nasaihyeretete teeta hs eaten ae era eee 775 
OSB. 5 5.251. ble, deuce eete oer ean dc eles a/c Cee 1,071 
Me as AO Oo re: FSGAT WR Fentaee ea eee nie: 933 
LOST Ee. uie Cangas ASE > ans See ares: ae acne 971 
LOSS, 0. airs BNE syese vie? vite wise tee Beata Mier eee 854 
2) RAE ied AREA vee RST ga fo i Sie See A. nee ee 8 2 1,228 
LOADS Shida d po eed ere ee ice ee laure acca Mend 1,559 
LOG. ais-0 we inte aty ne Mei a cceiema nee zien Maen Ree 

LOE ch Siew crareissnlee reais ehetssrem euch ee ey tee 1,225 
DSS 05 8 cju.n opt vis ik RIM Cust as LOR Gl oe PEE 1,163 
OBA, EV Ei cle totes ss vietersta rs ote ean Ae Sart’ ae ee 909 
LOGS Sos cs oitinr keto e eb epson te Met ae | eee 762 
TOSG aie chive ern ole thd. Sereclabee ike mie tahe ie ee a 980 


_ includes expenditures of Department of Agriculture, except forest roads and trails; 
includes transfer to trust accounts. 

The second question relates to seasonal adjustments 
in support prices. Loan rates for the basic commodi- 
ties are fixed in relation to parity prices which are 
determined as of the beginning of the marketing year. 
This is carried out by the Department of Agriculture 
for nonperishable Steagall commodities which are pro- 
duced on an annual crop basis. In case of other com- 

1[bid, p. 16-17 

*Ibid, p. 17 
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modities, it is reasonable to reflect seasonal variations 
in adjusting support prices. 


CURRENT SITUATION 


The postwar price support program is, at present, 
receiving a good deal of critical attention. The pro- 
gram has been brought into sharp focus by the heavy 
losses—$80 million in the past year—suffered by the 


government support of potato prices. These losses 


have resulted in acreage goals being set for the next 
potato crop, with producers required to stay within 
the limits prescribed to be eligible for price supports. 
A major share of the criticism is being leveled at the 


high rates for supports which encourage production, 


_ minority members of the 


ae. 


and which may result, as with potatoes, in large gov- 
ernment-held surpluses. 

The experience with the surplus potato crop caused 
the Secretary of Agriculture to suggest a joint con- 
ference of the Senate and House Agriculture com- 
mittees to review the entire price-support program.? 
Although potatoes have been the first important com- 
modity on which the government has had to bear 
heavy postwar losses, a decreased foreign and domes- 
tic demand may affect other crops similarly. 

Price-support activities for the surplus potato crop 
in 1945 resulted in losses to the government totaling 
$20 million. This led to lower production goals being 
set for 1946. The Agriculture Department further 
attempted to assure that increased production would 
not result from the price-support program. However, 
owing to good weather conditions, increased acreage in 
high-yield areas, and wider use of newly developed 
insecticides, surplus potatoes totaled approximately 
100 million bushels. The government, committed to 
price supports, found itself with large, unsalable sur- 
pluses, and had to bear the losses. With this experi- 
ence in mind, the Secretary of Agriculture noted “that 
while this Congressional provision is very sound, giv- 
ing farmers deserved protection during the transition 
from wartime to peacetime operations, it is obvious 
that under certain conditions, and for certain com- 
modities, this support can serve to prevent the devel- 
opment of production patterns in line with peacetime 
needs.” 

The purchases of dried eggs by the Department of 


Agriculture on a cash basis for the United Kingdom 


have served to support producer egg prices, which are 


- required, under the Steagall amendment, to be sup- 


ported at not less than 90% of parity. The average 
price received by farmers in 1946 was above the 
minimum support level, although during November 
and December they fell below 90% of parity. The 


Ibid. p. 18 
Letter from Secretary of Agriculture to chairmen and ranking 
Senate Committee on Agriculture and 


reed and the House Committee on Agriculture, November 26, 
946. 


"Idem 
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price to be paid through January and until further 
notice will average 35 cents a dozen under the British 
purchase program.! 


Loan rates for support of prices of basic commodi- 
ties are set at the beginning of the marketing year, 
and remain unchanged during the period, although 
the parity prices may change from month to month? 
They are set in relation to the parity prices at the be- 
ginning of the marketing year, as is provided in the 
Agricultural Adjustment Act of 1938. No such legisla- 
tive provision is made in the Steagall amendment. 
Commodities produced on an annual crop basis are 
treated by the Department of Agriculture similarly to 
the basic commodities, and the price-support level is 
determined as of the beginning of the marketing year. 
Adjustments are made in the support level of a com- 
modity produced the year round, such as eggs. 


Availability of Funds 


Just how effective the price-support program will 
be depends in large part on the funds available for 
carrying out the policies enumerated. The borrow- 
ing power of the Commodity Credit Corporation is 
the most important of the available sources; in addi- 
tion, the corporation has a $500 million reserve ear- 
marked for price supports. However, “if price-support 
operations are to be continued for the two-year period 
after the war, as is now provided in the basic loan 
legislation and the Steagall amendment—to say noth- 
ing of the possibility that the level and scope of price 
support may be legislatively increased and extended 
—even these funds may prove insufficient.” The 
difficulties present in estimating the amounts to be 
needed for price-support activities were shown in the 
last issue of The Business Record.’ 


OTHER AIDS TO AGRICULTURE 


The price-support program is, of course, only one 
of many aids to agriculture. From the meager au- 
thorization of $1,000 in 1839 for the collection of 
statistics, agricultural appropriations have grown to 
millions of dollars each year. The Department of 
Agriculture has today become, in the words of one 
writer, the “manager of American agriculture.”® 

Government aid for agricultural research and edu- 
cation was expanded early. The formation of the 
Department of Agriculture was followed by the Mor- 
_ ‘Department of Agriculture, Production and Marketing Admin- 
istration, Release USDA 2714-46, December 16, 1946, 


*The marketing years for the basic commodities as stated in the 
AAA of 1938 are: Corn, October 1-September 30; Cotton, August 1- 
July 31; Rice, August 1-July $1; Tobacco (flue-cured), July 1- 
June 30; Tobacco (other than flue-cured), October 1-September 30; 
Wheat, July 1—June 30. 

Shields, op. cit., p. 24. 

‘The Conference Board Business Record, December, 1946, p. 478. 


*Ferdie Deering, “USDA, Manager of American Agriculture,”’ 
University of Oklahoma, 1945. 
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rill Land-Grant College acts of 1862 and 1890. The 
establishment of agricultural experiment stations was 
authorized under the Hatch Act of 1887, supple- 
mented by the Adams Act in 1906, and the Purnell 
Act in 1925. The agricultural extension service was 
provided by the Smith-Lever Act of 1914.1 


Agricultural long-term credit was recognized as a 
special need of the farmer by the Federal Farm Loan 
Act of 1916 setting up the federal land banks to make 
mortgage credit available.” 


The Twenties was a period of increased activity 
on behalf of agriculture from within the farm move- 
ment, and from within the government: “Two gen- 
eral lines of action were followed. First there was 
redoubled activity along the old lines of education 
and government counsel to farmers in affecting ad- 
justments of their individual enterprises which would 
add up to a wholesome adjustment of the entire in- 
dustry. Second, proposals were brought forward in 
great numbers for dealing with agriculture as an in- 
dustry whose special difficulties demanded special 
government treatment. Besides utilizing for amelio- 
ration of the agricultural situation certain devices of 
general applicability, such as protective tariffs and 
transportation rate adjustments, old agencies ex- 
tended governmental treatment to agriculture in 
three significant directions. One concerned rural 
credits, a second the cooperative movement, and a 
third the facilities offered the farmer for intelligent 
adjustment of his operations to changing conditions.’ 


Strengthen Cooperatives 


The Federal Farm Loan Act of 1916 had provided 
for long-term agricultural credit. To meet the short- 
term and intermediate credit needs of farmers, the 
Agricultural Credits Act of 1923 authorized the char- 
tering of twelve federal intermediate credit banks to 
make loans to production credit associations, banks 
for cooperatives, and similar institutions. The Cap- 
per-Volstead Act of 1922 further strengthened the 
_ legal position of cooperatives under antitrust legisla- 
tion.* The establishment of a division of cooperative 
marketing was authorized in 1926. 


The activity of the Twenties was culminated by 
the formation of the Federal Farm Board under the 
Agricultural Marketing Act of 1929. The board 
placed stress upon the marketing phases of agricul- 
tural activity, working through cooperative associa- 
tions. Commencing operations with direct loans to 
cooperatives, the board later continued its stabiliza- 


1Department of Agriculture, “Abridged List of Federal Laws 
Applicable to Agriculture,” July 1, 1946, pp. 1, 2. 


"Ibid, p. 5 


‘Leverett S. Lyon, Victor Abramson, and Associates, “Government 
and Economic Life,” Brookings Institution, 1940, Vol. 2, pp. 882-883. 


‘Department of Agriculture, 1940 Yearbook of Agriculture, “Farmers 
in a Changing World,” p. 308. 
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tion activities by forming stabilization corporations 
to carry stocks of farm products. These activities 
resulted in heavy losses.1 


NEW DEAL FARM PROGRAM 


The depression of the Thirties swept the New Deal 
into office and inaugurated a new era in government’s 
relationship with agriculture. With the express pur- 
pose of raising and supporting farm income, govern- 
ment influence was extended to the production, mar- 
keting, and financing of agricultural commodities. The 
legislative highlights of the New Deal agricultural 
program include the original Agricultural Adjustment 
Act of 1933, the Soil Conservation and Domestic Al- 
lotment Act of 1936, and the Agricultural Adjustment 
Act of 1938. 


The original AAA attempted to raise the prices of 
farm commodities to parity, or a purchasing power 
equivalent to a base period of August, 1909-July, 
1914 (potatoes and tobacco, August, 1919-July, 1929). 
Under the original AAA, acreage adjustments and 
better marketing conditions were utilized. The farm- 
ers who cooperated in this program received benefit 
payments financed primarily by taxes on the proces- 
sors of agricultural commodities. Thus: 


me . the AAA of 1933 put the government in two 
positions which went beyond any which it had occupied 
before with reference to the agricultural industry. In 
many previous measures it had sought to ameliorate the 
lot of the farmer by raising his technical efficiency or im- 
proving his marketing or credit facilities. Now it was defi- 
nitely said that the government accepted responsibility 
for restoring the material well-being of farmers as a whole 
to the level that they had occupied in their most favored 
previous peacetime period. 

“The second change in the character of government 
relation to the agricultural industry as embodied in the 
AAA was in its passing from the role of advisory guid- 
ance to one of over-all planning and implemented activ- 
ity designed to determine both the direction and the 
magnitude of agricultural enterprise. It should be noted, 
however, that even this degree of governmental control 
did not entirely supersede the personal judgment of in- 
dividual farmers. They might—and many of them did— 
remain outside the control programs. . . . But in the main,. 
the financial inducements offered in the various adjust- 
ment programs, plus a certain amount of group pressure, 


have been sufficient to outweigh such independence of — 
action.”” 


When certain provisions of the AAA, including the 
processing taxes, were declared unconstitutional by 
the Supreme Court in the Hoosac Mills case, the 
emphasis of the government agricultural program 
shifted to soil conservation with the passage of the 
Soil Conservation and Domestic Allotment Act of 
1936. Crops were placed in soil-depleting and soil- 

‘bid. p. $13 : 

*Lyon, Abramson, and Associates, op.cit., pp. 914, 915. 
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building categories for acreage-adjustment purposes, 
and cooperating farmers received payments financed 
by appropriations instead of processing taxes. In the 
soil-depleting category were placed the crops deemed 
surplus under the original AAA. 


Table 3: Government Payments to Farmers 
Source: Department of Agriculture 


Government payments to farmers! 


Year 

As a percentage | As a percentage 

of gross income? | of net income? 
etre MM eg aise po cuils Eo ie Sah slater e s 1.9 3.3 
USES ac de i ee a 5.3 9.8 
UCT R on sohSge Se Bene ene eee 6.0 9.3 
OOO MRE APs sid so) 6 cio Aes dejeletaiiatce Shs 3.6 5.9 
ES UE al adobe gie\s.s 0/5 6: Slee shart a sessed 3.3 5.1 
“NS oo ee ee ee 4.8 7.9 
Rp emmets eter ss ee oda Me ba dots as “at 12.7 
LEU eae ee a ee 7.0 eee 
PROTO criti os( «ols osieWlcae pact ceaw ts 4.2 6.6 
eh CEE Racer sho, sc ies oxi go davace 3.8 5.4 
MAOH os OF. A alten G4 vce ous 2.9 4,2 
NA er re wie a5 ve, yas ete elt a vs 840, 3.4 5.0 
Ld? De Acc l al aeeee 3.1 4.6 


Mncludes rental and benefit, soil conservation, agricultural adjustment program, 
price parity, Sugar Act, and production payments. 


*Includes the cash receipts from farm marketings, government payments, value of 
pide consumed by persons on farms where produced and the imputed rent of 
‘arm homes. 


‘Includes net income to persons on farms from farming and other income from 
agriculture, 


The New Deal efforts to raise farm income cul- 
minated in the Agricultural Adjustment Act of 1938. 
The policy of Congress was expressed in section 2 of 
the act, as follows: 


“It is hereby declared to be the policy of Congress 
to continue the Soil Conservation and Domestic Allot- 
ment Act, as amended, for the purpose of conserving 
national resources, preventing the wasteful use of soil 
fertility, and of preserving, maintaining, and rebuilding 
the farm and ranch land resources in the national public 
interest; to accomplish these purposes through the en- 
couragement of soil-building and soil-conserving crops and 
practices; to assist in the marketing of agricultural com- 
modities for domestic consumption and for export; and 
to regulate interstate and foreign commerce in cotton, 
wheat, corn, tobacco, and rice to the extent to provide 
an orderly, adequate, and balanced flow of such com- 
modities in interstate and foreign commerce through 


BUSINESS RECORD 9 


storage of reserve supplies, loans, marketing quotas, as- 
sisting farmers to obtain, in so far as practicable, parity 
prices for such commodities and parity of income, and 
assisting consumers to obtain an adequate and steady 
supply of such commodities at fair prices.’* 


Thus the acreage adjustments and payments were 
continued, supplemented by loans, marketing quotas, 
and parity payments, embodying the “ever-normal 
granary.” 


A Series of Farm-aid Programs 


The New Deal agricultural policies embraced a 
host of farm-aid programs which has included farm 
credit, prevention of soil erosion, resettlement proj- 
ects, rural electrification, farm tenancy loans and re- 
habilitation, disposal of surplus commodities, and crop 
insurance. One of the first steps taken by the Ad- 
ministration was an executive order concentrating all 
farm credit activities in one agency, the Farm Credit 
Administration, followed shortly by the formation of 
the twelve production credit corporations, the thir- 
teen banks for cooperatives, and production credit 
associations under the Farm Credit Act. The Federal 
Farm Mortgage Corporation was created in 1934 to 
supply funds to the twelve federal land banks. Soil 
conservation activities were provided for under the 
Soil Erosion Act (April 27, 1935), later amplified by 
the Soil Conservation and Domestic Allotment Act 
(February 29, 1936). An executive order in 1935 
established the Resettlement Administration. The 
Rural Electrification Administration was organized in 
1936. Marketing conditions were established by the 
Agricultural Marketing Agreement Act (June 3, 
1937). Rehabilitation and farm-tenancy loans were 
authorized by the Bankhead-Jones Farm Tenant Act 
in 1937. Crop insurance became law in 1938 with 
the passage of the Federal Crop Insurance Act. In- 
cluding wheat insurance only, the act was later 
amended to include additional crops.2 Federal ex- 
penditures for aid to agriculture reached their peak 
during the 1940 fiscal year, totaling $1,559 million. 
(See Table 2.) 


17 U.S.C. 1940 ed. 1282, Feb. 16, 1938, 52 stat. 31. 


“Abridged List of Federal Laws Applicable to Agriculture,’’ 
op. cit., pp. 8-11. 


IV. The Farmer as Entrepreneur 


OME reduction in the demand for a number of 
farm products, or at least a moderate decline in 


_ prices, is generally expected. If this is accompanied 


by an increase in the prices farmers will have to pay 


_ for the goods and services they require, net farm in- 


come will be affected, as well as total national income. 

American farmers, however, were never quite so 
prosperous as in 1946, Prior to World War II, 
the best farm year was 1919, when net income 
amounted to about $9,250 million. In 1929, farmers’ 
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net income was only about $6 billion, and in 1941 the 
figure was still less than $6.5 billion. It reached nearly 
$13,250 million in 1945 and in 1946 the realized 
farm income was about $14.7 billion. While the war 
years brought large increases in production expenses, 
gross farm income grew much faster. Thus, from 
1939 to 1946, gross income rose 156%, from a little 
over $10.5 billion to $27 billion, while production ex- 
penses increased 102%, from $6.1 billion to $12.3 bil- 
lion. 


HIGHER PRODUCTIVITY 


This extraordinary increase in profitability of farm- 
ing during the war years is largely a result of 
increased productivity, which, in turn, stems in part 
from excellent weather but mostly from other causes. 
Writing in the October issue of The Agricultural Sit- 
uation, under the title, “The Revolution in Farming,” 
Sherman E. Johnson, Assistant Chief of the Bureau 
of Agricultural Economics, explains as follows: 


“While industry and science were discovering and pro- 
ducing the atomic bomb, the flying fortress, television 
and other marvels, the farmers of America were quietly 
bringing about a revolution in agriculture that is of far- 
reaching significance. 

“Today, American farmers are producing a third more 
products for the market than they did before the war. 
And they have been doing it with 10% fewer workers 
and very litile increase in the land used for crops and 
pasture... . 


“True, farmers have been generally blessed with favor- 
able weather during the past half dozen years. But only 
a fraction of the increased production can be attributed 
to the favorable weather... . 


“Most of the increase is the direct result of the quick 
adoption by farmers from coast to coast and border to 
border of new and better ways of doing the job... . 


“The tremendous advance in the mechanization of so 
many farms in recent years is probably the most im- 
portant force bringing about the revolution in agricul- 
ture. The over two million tractors now on farms are 
double the number a decade ago, yet farmers will proba- 
bly have from 2% to 3 million units by 1950. Today, at 
least a third of the farmers have tractors compared with 
only 14% in 1930, and the proportion is bound to be even 
more in the years ahead... . 

“Along with increased mechanization in bringing on 
the revolution in agriculture is the greatly increased use 
of fertilizer and lime. Farmers are now using about 
twice the amount of fertilizer and three times the amount 
of lime they used a decade ago. And it certainly is not 
out of the question that the quantities used now might 
be doubled in the next ten years. Greater use of fertil- 
izer and lime, together with the cumulative benefits of 
better soil management of the past dozen years, has 
contributed much in the procession of one yield record 
after another of practically all major crops during the war. 


“Third in the important forces bringing about the revo- 
lution in agriculture is the unprecedented adoption by 
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farmers generally of improved crop varieties in recent 
years. Hybrid seed corn is probably the most outstand- 
ing example. . . . Because yields from hybrid corn are 
about a fifth more than from open-pollinated, the three- 
billion-bushel corn crops now seem to be the rule in- 
stead of the exception. 

“As with hybrid corn, farmers have been making wider 
use, in just the last few years, of higher-yielding, more 
disease- and weather-resisting varieties of oats, wheat, 
potatoes, tobacco, cotton, legume hays, soybeans, pea- 
nuts, flaxseed, many fruits and truck crops, to name 
some of the more important. And even more are on the 
way.” 

Consideration of facts such as these has led qual- 
ified observers to the view that a continuation of 
consumption at home or abroad on a scale similar to 
that of the war years is essential if agriculture in this 
country is to avoid the necessity of rather drastic 


Table 4: Livestock on Farms 
Source: Department of Agriculture 
In Thousands 
' Milk Oth Sh d 
Onidaonary A: Cows Cattle Lat 
1915-1919 average.......... 21,063 | 48,417 | 40,190 | 60,406 
1920-1924 average.......... 21,846 | 46,444 | 38,217 | 62,966 
1925-1929 average.......... 22,381 | 37,284 | 42,992 | 56,857 
1930-1934 average.......... 24,923 | 41,974 | 53,051 | 58,118 
1935-1939 average.......... 24,999 | 41,815 | 51,344 | 43,932 
VOA4O «. . 5:6:cisss aS choco occas rae 24,926 | 43,271 | 52,399 | 61,115 
O41 Sei kaa nates 25,478 | 45,983 | 54,283 | 54,256 
LO4G. cee Hoca Biel ays eee ee 26,398 | 48,764 | 56,735 | 60,377 
VOSS Sse Agled «5 eee aie 27,106 | 52,008 | 55,775 | 73,736 
L944: nor h cies NE Pe ae 27,656 | 54,708 | 51,769 | 88,852 


1Q45....3,..2 Supe hie entities 27,674 | 54,235 | 47,780 | 59,759 
L946) 25 cara ee ee ek 26,785 | 53,006 | 44,241 | 62,344 
pPreliminary 


readjustments. Questions of this sort have not, how- 
ever, as yet been reflected in the value of farm land. 
The index of the value of farm land per acre pre- 
pared by the Department of Agriculture stood at 152 
(1912-14=100) on November 1, 1946, a level not 
before attained except in the early post-World War I 
boom in 1920 and 1921. Farm mortgage debt ap- 
pears to have risen slightly during 1946, but still 
stands at a point below any year since the early part 
of World War I. 


FARM ASSETS 


A more detailed analysis of the agricultural bal- 
ance sheet shows that resources devoted to growing 
farm crops and raising livestock totaled nearly $102 
billion at the beginning of 1946. This figure includes 
all physical assets, such as farm land, machinery, 
household equipment, inventories of crops and live- 
stock used in the production of farm products, and 
includes financial assets (deposits, currency and se- 
curities) owned by farmers. 

More than half of all the assets owned by farmers 
was in real estate, which compares with 1940 when 
farm land accounted for almost two thirds of all assets. 
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Although the percentage increase during World War 
II was almost double that of World War I, the dol- 
lar value of farm real estate was about equal at the 
end of both wars. For more than twenty-five years 
preceding World War I the value of farm land had 
been advancing. With agricultural prices and incomes 
rising, the demand for farm land continued while 
most of our tillable land was settled. These factors 
caused the wartime values and postwar peak to be 
looked upon as a normal occurrence. But after 1920, 
with a reduction in both export and domestic de- 
mand, and with crop failures, droughts, depressed in- 
comes, inability to meet mortgage interest and taxes, 
the value of farm real estate dropped from a high of 
$66 billion for that year to a low of $31 billion in 
1933. 


Table 5: Value of Farm Property, United States, 
1915-1923, 1940-1945 
Source: Department of Agriculture 
Millions of Dollars, on January 1. 


Land 


Year and and Total 

Buildings Poultry 
1915..... 39,597 116 1,533 872 6,351 | 48,469 
AOIG. . sie 42,271 176 1,548 962 6,417 | 51,374 
MOLT Secs 45,495 214 1,588 1,114 7,131 | 55,542 
1918..... 49,987 305 1,852 1,886 8,633 | 62,663 
1919..... 54,539 ATA 2,390 1,995 9,107 | 68,505 
1920..... 66,316 752 2,536 2,166 8,557 | 80,327 
LOOT Sect 61,476 865 2,663 1,619 6,438 | 73,061 
1998 54 54,017 714 2,278 928 5,115 | 63,052 
LOS S53 52,710 621 1,843 1,106 5,415 | 61,695 
1940..... 33,642 1,205 1,418 712 5,164 | 42,141 
1941..... 34,026 1,286 1,466 768 5,350 | 42,896 
1942..... 36,611 1,608 1,662 1,120 7,083 | 48,084 
1943..... 39,963 1,747 1,890 1,681 9,598 | 54,879 
1944..... 45,592 1,797 1,973 2,003 9,594 | 60,959 
1945p....| 50,295 1,948 2,210 2,356 8,922 | 65,731 
pPreliminary 


By the beginning of World War II, the value of 
farm real estate had recovered only slightly. On No- 
vember 1, 1946, farm land value per acre had risen 
to 152 (1912-14=100), only 11% below the 1920 
peak of 170. The largest increases over 1920 values 
occurred in the Pacific and East South Central re- 
gions. These increases were 38% and 13%, respec- 
tively. The smallest rises were in the New England, 
Middle Atlantic, and South Atlantic regions. Higher 
values in these areas are attributable in part to in- 
creased demand for certain products and to improve- 
ment in farm land through irrigation. For the United 
States as a whole, however, the quality of farm real 
estate has certainly not improved and has probably 
deteriorated during the war years. 

The value of nonreal-estate farm assets increased 
from $15 billion on January 1, 1940, to $25 billion 
on January 1, 1946. All physical assets except house- 
hold equipment rose steadily from 1940-45. In 1945, 
the largest increase of inventory value, $796 million, 
was registered in livestock. 

Crops stored on and off the farm increased 132% 


from 1940 to 1945. On January 1, 1946, crops were 
valued at $6,124 million, a decline of $418 million 
from a year earlier. This figure includes crops stored 
off the farm as collateral for loans. Little information 
is available for warehouse receipts other than those 
which are used as security for loans made or guaran- 
teed by the Commodity Credit Corporation. As of 
January 1, 1946, the estimated value of these receipts 
was $251.8 million, less than half the amount out- 
standing in 1944. 


Increased Value of Equipment 


The value of farm machinery and motor vehicles in- 
creased $1.7 billion from 1940 to 1945. The increase 
was only $43 million in 1945 as compared with $282 
million in 1940 and $639 million in 1941. Although 
farmers’ expenditures were above the billion-dollar 
mark in 1944 and 1945, these dollar replacements 
were unable to maintain the physical inventory of 
the machinery and motor vehicles. The increase in 
value in 1940 and 1941 was mainly owing to rela- 
tively large purchases of equipment, while price rises 
accounted for a substantial portion of the increased 
valuation in those and more recent years. 


FreperIcK W. JONES 
Anita R. Koprtson 
Frances J. Minus 
Brernarp Moss 
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Business Book Shelf 


Rarer Metals. By J. De Ment and H. C. Dake. Brooklyn: 
Chemical Publishing Company, Inc. $7.50. 


Concise descriptions of the discovery, development, proper- 
ties and uses of twenty rare metals. 


Labor and the Law. By Charles O. Gregory. New York: W. W- 
Norton & Company, Inc. $5.00. 


Traces the development from common-law doctrines of the 
law as applied to labor. Includes a discussion of the NLRA, 
of arbitration, and Supreme Court decisions on picketing. 


Office Management. By John H. MacDonald. New York: 
Prentice-Hall, Inc. $6.00. 


A new and revised edition of a standard book on office 
management originally published in 1937. 


Industrial Safety. Edited by Roland P. Blake. New York: 
Prentice-Hall, Inc. $5.35. 

A handbook dealing with the causes and prevention of in- 

dustrial accidents. The contributors are leading safety 

engineers. 


Selective Job Placement. By Tobias Wagner: New York: 
National Conservation Bureau, a division of Association of 
Casualty and Surety Executives. 

An outline of procedures for the proper placement of work- 

ers with special reference to workers handicapped by physi- 

cal disabilities. 
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Retention of Business Records 


By JULIUS B. KAISER 
Archivist, Standard Brands, Inc. 


ECORDS are the lifeblood of business. No busi- 
ness can long survive when an important por- 
tion of its record structure vanishes. The value, in 
view of the prevalence and cost of making and keep- 
ing records, must be considered established. But what 
must be discovered is how long records must be kept. 
Many concerns today have a space problem, with 
many offices congested beyond efficient operating lev- 
els. Indiscriminate saving of all records, partly from 
, fear of government call or lawsuit, may contribute 
much to this universal overcrowding. Outside facili- 
ties for storage of older, less frequently consulted 
records have advanced greatly in cost—even to the 
extent that charges are currently based on cubic feet 
occupied. Many executives are forced to wonder 
whether the paper hoards which they have in their 
custody are worth the expense involved. 


PROCEDURE 


A specific procedure, built on discriminating anal- 
ysis, should be adhered to in determining what 
records should be retained. Promiscuous or sporadic 
destruction of records which seem to have lost their 
value should be avoided. In creating such a proce- 
dure, the first principle which must be recognized 
is that papers enjoy a period of youth, middle age 
and old age. The youth of a record is spent in cur- 
rent or “active” files for a year or two—until reference 

- to it becomes relatively infrequent. It should then 
be removed from active files. If it is to be retained 
beyond this point, it should be consigned to the semi- 
active files within the premises of the company. A 
year or two later, when reference to a record drops to 
“seldom,” it should be removed from these files. If it 
has no further value it should be destroyed, other- 
wise it should be sent to inactive files housed outside 
the company offices or at least sufficiently separated 
from the floor space used to store active or semi- 
active material. 


FUNCTIONS OF RECORDS 


The value of records can be determined by analyz- 
ing their function. A document may indicate owner- 
ship or show payment or other contract adherence on 
the part of the company possessing it. Guarantees on 
the part of vendors covering performance or dura- 
bility of the merchandise or services purchased, as 
well as proof that quality and quantity were shipped 
as ordered, may be the subject of a record. Accept- 


ance of merchandise or services by the customers may 
be shown, or indebtedness of customers to the com- 
pany proved. A record may portray former methods 
of operations, supplying a mirror to the company 
with which present efforts can be reflected against 
past achievements. A record may have one or many 
functions. 

Provision must be made for adequate housing and 
equipment. Fire, water damage, mildew, vermin, etc., 
take a heavy toll of valuable documents every year. 
Sturdy, fire-resistant filing equipment, maintained in 
dry, clean, fireproof premises, will go a long way to 
assure that records will be legible when called upon 
for their contents. A slight damage to legibility some- 
times renders an important record useless. 

A more serious hazard to proper record mainte- 
nance is the lack of adequate control. Poor filing 
sequence and misplacement of papers result in loss of 
documents on a far larger scale than is generally sup- 
posed. Open access to files without adequate check- 
ing-out requirements may turn office desks into re- 
ceptacles of “lost” documents. Records not found 
because they have been misfiled or misplaced are as 
much lost as if they were totally destroyed. 


MICROFILMING 


Not long ago, an archivist employed by a very large 
concern asked the writer whether microfilming would — 
render useful many carloads of old business records 
which were virtually dumped in a warehouse without 
order or regard to their value. It was supposed that 
the magic word “microfilm” would overcome the ne- 
cessity of assortment, destruction of over-age mate- 
rial, and setting up worth-while records into workable 
archives. Unfortunately, there is no short cut. 

While the tiny pictures of microfilm réduce space 
requirements to 10% of that needed for the original 
paper documents, the process compresses even the 
largest work sheet down to the size of a postage 
stamp. If misfiled records are microfilmed, the diffi- 
culty of selection is increased as the size is reduced. 

If records are to be microfilmed, provision should be 
made for an adequate means of identification. Reels 
should bear labels providing the titles and a count of 
the number of exposures per reel. The size of the 
container limits the description of the reel, and for 
this reason microfilm archives must be completely 
catalogued. 

Business records must be stored in a careful, safe, 
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and orderly fashion regardless of whether they are 
microfilmed. If a business document should have a 
seven-year life, it remains at full value during 
the entire period, and upon entering its eighth year 
drops immediately to zero. If overretained, it be- 
comes a liability—an annually increasing cost repre- 
senting the expense of the space it occupies and the 
labor spent in its maintenance. 


READY FOR THE NEED 


This unusual depreciation arises from the legal 
nature of disputes. If unexpected trouble arises re- 
garding a recently closed transaction, information aid- 
ing proper settlement can generally be found. Even 
_ though the firm involved had kept no organized file 
on the specific matter, verbal proof of witnesses, with 
the matter fresh in their memory, can assist in solving 
the difficulty. But what if a controversy springs to 
life years after the transaction occurred? 

As long as a lawsuit or other difficulty may eventu- 
ate, records will retain a level amount of worth 
throughout the period they are kept. 


Statutes of Limitations 


It is difficult to determine how long records should 
be preserved, as can be seen from the accompanying 
table, which gives the variations existing between the 
states regarding the time wherein action may be 
brought on written contracts not under seal. To 
further illustrate the difficulty of adherence to these 
widely differing statutes, one need picture the con- 
fusion of a Maryland firm doing business with a com- 
pany in New York and another concern in Ohio— 
and wonder where a possible action might arise. The 
jurisdiction of a court through which action is 
brought need not be within the state of a company’s 
location. Would records of out-of-own-state have to 
be retained geographically, according to the vendor or 
customer dealt with, and all records held pursuant to 
the statute of limitations of each individual state? 
Forty-eight filing divisions with a prescribed reten- 
tion period for each division would result in disorder 
and confusion. 

Executives who believe in staying close to legal 
shores hold tenaciously to records of original entry— 
the signed orders, invoices, receipted bills, checks, 
paid vouchers, and other instruments which clearly 
indicate the compliance of the company with con- 
tracts, meeting of indebtedness, and so on. The re- 
tention of these documents, they explain, should be 
for the period of time during which actions may be 
brought, in accordance with the statutes of limitations 
of the various states. 

Perhaps the ridiculous aspect of attempting to con- 
form to the various statutes of limitations can be 
eliminated if the fact is recognized that actions 
brought in equity are not hampered by restrictions 


of time. A guardian may sell a minor’s stock in a 
corporation and pocket the money, and the victim 
may not find out about the defalcation for thirty 
years after it happened. The court will allow him 
restitution and permit judgment in equity, contend- 
ing that a corporation guarantees the proper, legal 
transfer of its securities, and the corporation will be 
made to pay. If the shares can be produced at that 
time, the guarantor of the seller’s signature, whether 
a bank or transfer agent, can be determined and 
redress by the corporation can be had. If the canceled 
certificates are gone, the corporation will take the 
loss alone. While statutes of limitations apply in 
cases of criminal fraud, there are no such time limits 
to actions involving civil fraud. 


Doubts Value of Generalized Lists 


Some companies employ generalized lists which 
specify how long records should be retained. These 
retention schedules seem of doubtful value, an opin- 
ion substantiated by surveys made by the Life Office 
Management Association and other groups, including 
one recently concerned with department store records, 
which reveal such wide differences on each item of 
the surveys that no averaging or statistical computa- 
tion could be derived. Surely, business papers deserve 
a better, more scientific fate. “Business policy” is 
often given as a reason when valuable documents are 
discarded by peremptory order; future searchers for 
the information they contained will undoubtedly have 
a different name for it. 


THE SOLUTION 


A system based upon the classification of business 
documents will avoid the confusion caused by the 
differences between laws of individual states. This 
plan divides business records into four classes—use- 
ful, legal, legal-historical, and historical. 

Useful papers are those which serve only to carry 
out daily functions. Their bulk is often far out of 
proportion to their utility, and if allowed to clutter 
up the archives they will make the search for valu- 
able records difficult. Legal records, or those of orig- 
inal entry, are simple to isolate. The next class of 
legal-historical records are those which transcribe or 
summarize the information supplied by the legal rec- 
ords. These records include the general ledger, the 
journals or journal vouchers, the cash book, etc. 

The final classification, that of historical records, is 
often difficult to distinguish from that of the legal- 
historical. It includes records valuable in depicting 
past errors and achievements, in summarizing past 
costs, or in showing former methods and procedures. 
Some records are difficult to classify because they 
serve more than one function. Moreover, titles of 
forms vary greatly among companies. In addition, 
bookkeeping systems are far from uniform and the 
papers which serve the accountants of one company 
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in a certain way have a completely different utility 
in the accounting structure of another company. 


Statutes of Limitations of the Various States 


Period within which 
suits may be brought States 
on written contracts, 

not under seal 


Within 3 years: | District of Columbia, Louisiana, Maryland, 
North Carolina. 

California, Canal Zone, Puerto Rico, Texas. 

Arkansas, Florida, Idaho, Kansas, Nebraska, 
Oklahoma, Virginia, West Virginia, Quebec 
(Canada). ; 

Alabama, Alaska, Arizona, Colorado, Connecti- 
cut, Delaware, Georgia, Hawaii, Maine, 
Massachusetts, Michigan, Minnesota, Mis- 
sissippi, Nevada, New Hampshire, New Jersey, 
New Mexico, New York, North Dakota, 
Oregon, Pennsylvania, Rhode Island, South 
Carolina, South Dakota, Tennessee, Utah, 
Vermont, Washington, Wisconsin, all Canadian 
provinces but Quebec. 

Montana. 

Illinois, Indiana, Iowa, Missouri, Wyoming. 

Kentucky, Ohio. 


Within 4 years: 
Within 5 years: 


Within 6 years: 


Within 8 years: 
Within 10 years: 
Within 15 years: 


Determination of schedules for the destruction of 
records of public utilities has been the province of 
regulating bodies for more than thirty years. Instruc- 
tions to these utilities, published by the United States 
Government Printing Office in Washington, D. C., 
list the many records possessed by these companies, 
along with the corresponding time each should be 
held. 


Favors Government Practice 


These instructions are well worth studying by com- 
mercial enterprises. They call for the retention of use- 
ful records, for example, for a period of one to three 
years. Legal documents are to be held six years, a 
period which could conveniently be lengthened to 
seven years, thereby assuring December items full 
tenure, irrespective of the date chosen for yearly 
destruction. Records of legal-historical value are kept 
permanently, as are historical records. 

Using these regulations as a means to business 
document preservation has the distinct merit of 
“being in line” with government requirements. It 
may be safely argued that, if the government requires 
utilities operating under supervision to hold on to 
certain papers for a specific length of time, a business 
organization could not be expected to preserve an 
equivalent type of document for a longer period. 

From this comparison with public utilities, a “tailor- 
made” schedule of record retention can be made to 
fit the nomenclature and particular function of any 
company’s record collection. An archivist should be 
engaged for this purpose to assure proper classifica- 
tion of the records and the adoption of requisite pro- 
cedures for their destruction. Responsibility for main- 
tenance of workable archives should be vested in this 
person, guaranteeing that material stored away 


against the day when necessity for inspection arises 
will be readily available in legible condition. 

It is a common fault that archives are often top- 
heavy with accounting records, not offering sufficient 
space to the papers of other departments which sum- 
marize their efforts and experience in purchasing, 
manufacturing, selling, shipping, and other valuable 
departmental activities. While accounting records 
appraise these efforts in dollars and cents, they fail 
to show the “know-how” reflected in departmental 
chronicles. 

Properly planned archives, intelligently maintained 
from the inception of records to their eventual de- 
struction or permanent preservation, are important 
tools of management. Well-ordered archives cannot 
be preserved without cost and physical effort, but 
the money and work expended will come back many 
times as profit, through the power which available 
knowledge has never failed to supply. 


Business Book Shelf 


Retail Job Analysis and Evaluation. By George Plant and 
John B. Pope. New York: National Retail Dry Goods Associa- 
tion. $3.50. 

Part I deals with principle and procedures of job analysis 

and evaluation. Part II discusses the actual techniques and 

specific procedures with reference to the point evaluation 
system. 


Eighteenth Boston Conference on Distribution. Boston 

ae Habe on Distribution, 80 Federal Street, Boston 10, Mass. 
The proceedings of the conference for the discussion of the 
problems of distribution, held October 14-15, 1946, and 
sponsored by the Retail Trade Board, Boston Chamber of 
Commerce, in cooperation with Harvard University Gradu- 
ate School of Business Administration, Boston University 
College of Business Administration, and Massachusetts In- 
stitute of Technology. 


The Public Debt. By William Withers. New York: The John 
Day Company. $1.75. 

An analysis of the public debt. Monetary and political con- 

sequences are considered, according to various theories. 


A Rebel Yells. By H. Frederick Willkie. New York: D. Van 
Nostrand Company, Inc. $3.00. 


A discussion of the educational objectives and methods for 
progressive industry by the brother of the late Wendell 
Willkie. The viewpoint of the author is indicated by his 
statement that he is diametrically opposed to the tendency 
to keep society as it is. 


Cost Accounting. By W.B. Lawrence. New York: Prentice- 
Hall, Inc. $5.35. 


Third edition revised to include recent developments in the 
science of cost accounting. 
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Elimination of War Controls 


HILE the President’s year-end proclamation 

terminated eighteen war laws as of December 
31, 1946, and fixed termination dates for an additional 
thirty-three statutes, the area of government control 
over business remains large. This area will be reduced 
further when and if Congress acts favorably upon 
the recommendation which the President promises 
to make in the near future to terminate the states of 
emergency and the state of war. When that is done 
business will be rid of most war controls although the 
President believes a few of those affected by pis pro- 
clamation should be revived temporarily. 


REMAINING CONTROLS 


Business, of course, will continue to be subject to 
the many peacetime government rules and regula- 
tions. A study of these multitudinous controls which 
accumulated during peacetime years is beyond the 
scope of this survey. In any event, no workable cen- 
tral file or listing of these laws and the specific con- 
trols established under them could be located. 

The number of laws affected by the President’s pro- 
clamation is small in comparison with the 500 or so 
wartime laws! on the statute books. The most impor- 
tant controls affected permitted the seizure of strike- 
bound plants (War Labor Disputes Act), and estab- 
lished support of farm prices at 90% of parity. Also 
of major significance is the scheduled expiration of 
certain provisions of the Revenue Act of Febru- 
ary 25, 1944, which established wartime excise 
taxes on many items. Prominent among the laws 
which would be affected by the termination of the 
state of war and of the states of emergency are those 
dealing with shipping, war procurement and contracts, 
war plant facilities and housing. In addition, Titles I 
and II of the First War Powers Act would terminate 
six months after the declared end of the war. These 
provisions grant broad authority to the President with 
respect to internal operations of the government and 
war contracts and procurement but do not impose 
specific controls on business. 

Aside from these wartime laws whose termination 
dates depend upon the ending of hostilities, the state 
of war, and the states of emergency, a number of im- 
portant measures contain definite termination dates. 
Thus, the Emergency Price Control Act provides for 
its termination on June 30, 1947, as does the Stabili- 
zation Act. Similarly the Second War Powers Act, 
unless extended, will go out of existence on March 31, 
1947. Many of the most important wartime controls 

1The New York Times, January 1, 1947. 


were established under these acts. They include ra- 
tioning and allocation of materials, priorities on de- 
livery of materials, inventory controls, and allocation 
of food and food facilities. The Selective Service and 
Training Act also has a fixed termination date and it 
will expire on March 31, 1947, unless extended. Two 
other major measures, both of which according to the 
statutes expire on June 30, 1947, are the act of July 
2, 1940, which grants authority to regulate exports, 
and the War Mobilization and Reconversion Act. 

Many of the powers granted by these war laws are 
no longer being exercised. Since the last listing of 
special war powers in The Conference Board Business 
Record for August, 1946, several agencies have dis- 
appeared and various controls removed by executive 
order. Thus, price control virtually disappeared as a 
result of the executive order issued on November 9. 
Only sugar, rice and rent control remain. An execu- 
tive order issued December 12, 1946, consolidated the 
Office of War Mobilization and Reconversion, the 
Office of Economic Stabilization, the Office of Price 
Administration, and the Civilian Production Admin- 
istration into the Office of Temporary Controls. Cer- 
tain activities were also transferred to the new agency 
from other government bureaus with a view toward 
liquidating emergency functions. 

Listed below are major war powers terminated on 
December 31, 1946, or scheduled for expiration at 
some fixed date in the future as a result of the Presi- 
dent’s proclamation on December 31, 1946. Also 
shown are major laws which would expire as a result 
of the termination of the state of war and of the 
states of emergency declared by President Roosevelt 
on September 8, 1939, and May 27, 1941. In addition 
a number of important measures with fixed termina- 
tion dates are given. 


Consumer Credit 
No specific expiration date 


Act of October 6, 1917, Section 5(b), as amended, and 
Executive Order No. 8843 (Regulation W), dated August 
9, 1941, gives Federal Reserve Board the authority to con- 
trol consumer credit. 


Foreign Trade 
Expires June 30, 1947 


Export Control Act of July 2, 1940, extended by Public 
Law 389, 79th Congress, authorized the President to regu- 
late exports from the United States. 

Act of April 12, 1945 (Public Law 30, 79th Congress) 
extending act approved January 31, 1935, (49 Stat. 4) as 
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amended, authorized procurement of food and development 
of food facilities in foreign countries. 

Section 5(d) of RFC Act (15 U.S. C. 606 (b) (3)) au- 
thorized the RFC to purchase natural rubber from foreign 
sources. 


Housing 
Expires June 30, 1947 


Act of June 3, 1939 (53 Stat. 804 c. 175, par. 2(a); 
Public Law No. 111), extended by act of October 15, 1943 
(57 Stat. 571 c. 259, par. 3; Public Law 159) authorizes 
Federal Housing Administration to insure banks, trust com- 
panies, etc., against losses on certain loans for financing 
alterations, etc., to real property under par. 2(a) of the 
National Housing Act. 


Limited to states of emergency 


Act of January 21, 1942 (56 Stat. 12 c. 14, par. 6; Public 
Law 409) authorizes the National Housing Administrator 
under the Lanham Act. par. 304 to adjust rents to the in- 
come of the person housed (amending act of October 14, 
1940 (54 Stat. 1127, par. 4), as amended by act of June 
98, 1941 (55 Stat. 363, par. 4(b)). 


(Lanham) Act of October 14, 1940 (54 Stat. 1127, par. 
4), amended by acts of June 28, 1941, 55 Stat. 363, par. 
4(a) par. 301; Public Law 137), April 10, 1942 (56 Stat. 
212 c. 239, par. 1), and June 23, 1945 (59 Stat. 260 c. 192; 
Public Law 87) gives broad authority with respect to 
acquisition of land, construction, demolition, extension and 
repair of buildings and the management of housing units 
and communities constructed by public financing with refer- 
ence to defense housing. 


Expires two years after the termination of the limited 
emergency 
Act of July 7, 1943 (57 Stat. 388 c. 196; Public Law 119, 


par. 5) provides for disposal of temporary housing by Na- 
tional Housing Administrator. 


Act of February 18, 1946 (60 Stat. 9 c. 30; Public Law 
301) establishes time limit for existence of National Hous- 
ing Agency common fund account and date for deposit of 
such funds as miscellaneous receipts. 


Act of May 18, 1946 (60 Stat. 203 c. 264, par. 2; Public 
Law 385) establishes time limit for removal of temporary 
housing erected on lands owned by United States or Dis- 
trict of Columbia in District of Columbia (with one addi- 
tional year, if still needed). 


Mandatory Orders and Plant Seizures 


Expired December 31, 1946 


Selective Training and Service Act of 1940, Section 9 
(Chap. 720, 54 Stat. 885,893) , as amended by Section 3 of 
the War Labor Disputes Act, approved June 25, 1943 (57 
Stat. 163,164), authorized the placing of mandatory war 
orders and, if necessary, provided for seizure and operation 
of plants for the manufacture of the required material, (Ex- 
piration of this act does not affect past seizures.) 
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Expires June 30, 1947 


War Labor Disputes Act of June 25, 1943 (57 Stat. 163- 
168 c. 144; Public Law 89) gave authority to the President 
to operate plants, mines, etc., taken over under this act; 
extended powers of National War Labor Board, ete. (add- 
ing par. 9 to Selective Service Act, etc.) . 


Priorities and Allocation 
Expires June 30, 1947 


Title IIL of Second War Powers Act of March 27, 1942 
(Public Law 507), amended by act of June 29, 1946 (Pub- 
lic Law 475) provides for the establishment of a priority 
and allocation system in certain scarce commodities includ- 
ing building materials and for the rationing of scarce con- 
sumer goods. Most priorities powers expire March 31, 1947. 


Revenue Measures 
Expired December 31, 1946 


Internal Revenue Code, Section 23 (Q) (2), permitted 
deduction for contributions to certain types of charitable 
trusts by corporations “payment of which is made within 
a taxable year beginning after the date of the cessation of 
hostilities in the present war, as proclaimed by the Presi- 
dent.” This principally affects USO contributions. 


Act of February 25, 1944, Section 124 (E) (58 Stat. 21, 
45). Amendment to Section 114 of the Internal Revenue 
Code relating to percentage depletion was not to apply to 
any taxable year beginning on or after termination of 
hostilities. 


Expires July 1, 1947 


Revenue Act of February 25, 1944 (58 Stat. 61-63 c. 68, 
par. 302, 64 par. 304, 66 par. 307 (b, 5), 68 par. 309(b), 
69-70 par. 402 (a), 403, 405, 409-410; Public Law 235) es- 
tablishes war taxes and war tax rates and provides tax 
exemption of certain War Shipping Administration transpor- 
tation; increases drawback on distilled spirits used in manu- 
facture of certain nonbeverage products from $3.75 to $6.00 
a proof gallon; increases postal rates, fees and charges. 


Shipping 
Provisions limited to the emergency or “during the emer- 
gency” 


Naval Appropriation Act of February 7, 1942 (56 Stat. 
82 c, 46, par. 301; Public Law 441) gives authority to the 
President to permit the Secretary of the Navy to lease 
ships appropriated for in whole or in part in this act, or 
to dispose of defense articles procured from funds appro- 
priated by this act, to countries whose defense he deems 
is vital to the defense of the United States (up to $2,500 
million) . 


Provisions in force until one year after termination of 
unlimited emergency 


Act of March 8, 1946 (60 Stat. 45 c. 82, par. 7(b); Pub- 
lic Law 821) establishes time limit for operation of vessels 
in commercial service by United States, with certain ex- 
ceptions. 
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Provisions limited to present war 


Act of February 19, 1943 (57 Stat. 4 c. 1, par. 4; Public 
Law 1) gives authority for lease of ships, boats, barges or 
floating drydocks of the Navy in accordance with Lend- 
Lease Act of March 11, 1941 (55 Stat. 31). 


Provisions in force until six months after termination of war 


Act of June 6, 1941 (55 Stat. 242-245 c. 174; Public Law 
101) , extended by act of June 16, 1942 (56 Stat. 371 c. 416) 
authorizes the President to purchase, requisition, etc., for- 
eign merchant vessels lying idle in waters under jurisdic- 
tion of the United States and of the United States Maritime 
Commission, to charter foreign vessels and to recharter, in- 
sure, purchase, etc., same. 


Wage and Price Stabilization 
| Expires June 30, 1947 


Price Control Act of July 25, 1946 (Public Law 548, 79th 
C.) provided for price control, the gradual elimination of 
controls and stipulated that the Emergency Price Control 
Act and the Stabilization Act will expire June 30, 1947. 
(President in Executive Order dated November 9, 1946, 
ordered all control over wages and salaries dropped and 
discontinuance of price control except “that necessary to 
implement the rationing and allocation programs of sugar 
and rice.” Rent control was continued.) Certain provisions 
of act expire March 31, 1947. 


Expires December 31, 1948 


Act of July 1, 1941, (55 Stat. 498, par. 4(a)), amended 
by act of October 2, 1942 (56 Stat. 768 c. 578, par. 9) gives 
authority to the Secretary of Agriculture to use certain 
funds for operations to maintain a price for producers of 
certain agricultural commodities at not less than 90% of 
parity. 

Act of October 2, 1942 (56 Stat. 767-768 c. 578, par. 8; 
Public Law 729) , amended by act of June 30, 1944 (58 Stat. 
643 c. 325, par. 204; Public Law 383), gives authority for 
loans on certain agricultural commodities by Commodity 
Credit Corporation. 


War Contract Settlement and Surplus Property 
Expires December 31, 1949 


Surplus Property Act of October 3, 1944 (Public Law 
457, 78th Congress) provides for government stock piling 
and disposal of war property. 
Expires December 31, 1951 
Contract Settlement Act of July 1, 1944 (58 Stat. 667 c. 
$58, par. 19 (a); Public Law 395) establishes time limit for 


prohibition against destruction of certain records concerning 
war contracts. 


Provisions limited to the present war 


Surplus Property Act of October 3, 1944 (58 Stat. 768 c. 
479, par. 6; Public Law 457) declared that until peace is 
concluded, the needs of the Armed Forces are to be para- 

- mount. 


War Mobilization and Reconversion 
Expires June 30, 1947 


War Mobilization and Reconversion Act of 1944 (Act of 
October 3, 1944, ch. 480, sec. 603, 58 Stat. 785, 792) pro- 
vided for mobilization of the country’s resources and man- 
power, stabilization of the civilian economy, and unifica- 
tion of the activities of federal agencies. The act also pro- 
vided for formulation of reconversion plans and the issu- 
ance of directives to other agencies to carry out such plans. 
(Most residual functions now carried on by OTC.) 


War Procurement, Contracts and Plant Facilities 
Expires June 30, 1947 


Section 5(d) of RFC Act (15 U.S. C. 604) authorizes 
the RFC to manufacture strategic critical materials in 
plants which it has acquired by lease or other arrangment 
or by engaging in such manufacture itself. 


Provisions limited to state of war 


Second War Powers Act of March 27, 1942 (56 Stat. 
185-186 c. 199, par. 1301-1304) gives authority to govern- 
mental officer or agency, designated by the President, to in- 
spect and audit books of war contractors (amending par. 
10 (e) of act of July 2, 1926, (44 Stat. 787) ). 


Act of December 17, 1942 (56 Stat. 1053-1054 c. 739; 
Public Law 808) authorizes the Secretary of the Navy, 
when it is impossible to make contracts, etc., for items for 
prosecution of the war, to provide facilities and provide 


« for their operation, etc. 


Provisions in force until six months after termination of 
the war 


Act of March 5, 1940 (54 Stat. 45-46 c. 44), extended 
by act of June 5, 1942 (56 Stat. 316 c. 340, par. 9) facili- 
tates procurement of aircraft for national defense; multiple 
awards authorized. 


Act of July 2, 1940 (54 Stat. 712-713 c. 508), par. 1 (a) 
and 1(b), extended by act of June 5, 1942 (56 Stat. 317 c. 
340, par. 13) authorizes the Secretary of War to provide 
for installations for manufacture of military equipment, 
at military posts, plants, etc. (including privately owned 
plants) and for storage and shelter, to exchange surplus 
equipment, etc., without certain restrictions, and to op- 
erate or dispose of plants, etc. 


Act of June 5, 1942 (56 Stat. 314-317 c. 340; Public 
Law 580) gives authority to the Secretary of War to lease 
Maritime Commission and War Shipping Administration 
vessels for Army transportation; construction at military 
posts; maximum fee of 6% for fixed fee contracts for con- 
struction at military post; operation of one railroad and 
lease of land. 


Paut W. Dickson 
Francis R. Lusarpr 
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Survey of Business Practices 


January, 1947 


Executives Look at ’47 


Pe DUE LON during the first half of 1947 should 
attain a volume at least as great as in the last six 
months of 1946, barring widespread strikes, according 
to most executives participating in this month’s sur- 
vey of business practices. For the most part, these 
executives expect materials and labor to be in more 
abundant supply, and to cost about 10% more than 
in the latter part of 1946. 

Only a small minority believe a business recession 
will occur in the first six months. Virtually all execu- 
tives look for a return of “normal competition” some-. 
time in 1947, with about as many anticipating a buy- 
ers’ market for their products in the first half as in the 
second half of the year. Many companies are plan- 
ning to expand plant facilities in 1947 but some pro- 
grams contemplated earlier have been deferred or 
reduced because of rising costs, labor problems and 
uncertainty as to the general business outlook. 


VOLUME OF BUSINESS 


Almost half the executives replying to the survey 
look for an increase in volume of business during the 
coming six months. Such estimates generally assume 
the absence of serious labor difficulties and conse- 
quent major delays in raw material shipments. Indi- 
vidual estimates of the size of the rise vary, but the 
most commonly cited amounts are in the range from 
1% to 10%. On the high side, 8% of the executives 
estimate increases of more than 25%. Approximately 
a third of the executives expect little or no change in 
volume, while about 17% look for declines, most of 
which are not expected to exceed 10%. 

Estimates of the dollar volume of sales make a 
better showing than those of physical volume because 
prices on the average are expected to be at a higher 

‘level in the first six months of 1947 than in the last 
half of 1946. In a few instances, however, particularly 
in some foods, lower prices are expected. 

The most consistent reports of increased activity in 
the first six months were received from durable goods 
producers. Thus the automobile and automotive 
equipment industries look for increases although not 
so sizable as some earlier estimates indicated. Almost 
all electrical machinery and supplies, heating and 
plumbing equipment and specialized industrial ma- 
chinery producers look for a higher volume of output. 
Steel makers expect to continue to operate at almost 
capacity levels if strikes, as in the past, do not inter- 
fere. Some new capacity, particularly in rolling mills, 
will become available during the year. The petroleum 
industry also looks for an excellent first six months, 


with volume at a higher level after allowance for 
seasonal influences. Producers of consumer nondur- 
able goods turned in only slightly less favorable re- 
ports. 

A limiting factor on the volume of business is, of 
course, the practical capacity of the plant. In some 
cases, executives report 1946 operations at or near 
capacity, in which instance little or no further rise 
would be physically possible. In some cases, how- 
ever, curtailment in production was caused by strikes 
toward the end of 1946. Increases reported by com- 
panies affected by these strikes may actually reflect 
nothing more than a return to normal production 
rates. 

A small minority of companies look for a drop in 
production during the first half of 1947. Four indus- 
tries account for about half of these declines: gen- 
eral industrial machinery, machine tools, railroad 
equipment, and food products. The remaining de- 
creases were scattered throughout the entire group. 
Machine-tool manufacturers point out that sales of 
surplus government machine tools and postponement 
of the introduction of new models by the automotive 
industry are factors they consider will contribute to 
lower production. 

Some companies report that new orders are still 
being controlled, although instances of a downward 
trend in new orders are increasing. However, back- 
logs of unfilled orders generally are heavy so that a 
moderate drop in demand would not result in a de- 
cline in production in the first half of 1947. There is 
fear on the part of some executives that books may 
contain duplicate orders and that any general reces- 
sion might be accompanied by large-scale cancella- 
tions. 


Factors at Work 


Some views of executives on the business outlook 
for their companies or industries are presented below, 
and additional comments start on page 28. 

An executive in an automotive equipment com- 
pany, following discussions with other members in the 
industry, made the following exhaustive comment 
on the outlook for the industry: 


“The largest sales year prior to 1946 on automotive re- 
placement parts was slightly over $500 million. For 1946, 
sales will total in excess of $1,300 million. The manufac- 
turers of these parts used just about 18% more material 
in 1946 than they used in 1941. The profit margin was 
less than in 1941, so the balance of the increase is in 
costs of labor and overhead items. 
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“The demand has not yet been satisfied. It is true that 
jobbers’ inventories have been increasing for the last 
sixty days, but inventories are not yet up to normal and 
there are still some acute shortages of replacement parts. 
Any prediction of business volume in 1947 must be meas- 
ured entirely by the availability of raw material, particu- 
larly steel in the form of hot-rolled strip and sheet. Pres- 
ent rolling-mill capacity on these two items is less than 
it was in 1941. 

“There will be no sizable increases in capacity for these 
two types of steel before May, 1947. In spite of this, we 
believe that the automotive replacement parts industry 
can increase its sales about 10% or to a total 1947 volume 
of $1,500 million. The demand is there; labor apparently 
will be available; and the whole bottleneck is raw mate- 
rial, particularly finished steel. 

“What I have said about material for replacement parts 
applies to material for original equipment parts. When 
the automobile industry was predicting the manufacture 
of five million and even six million cars in 1946, the auto- 
motive parts’ industry was predicting that possibly less 
than three million cars could be manufactured because 
we realized that steel and other raw materials would be 
the controlling factors. Our customers are now predicting 
a four-million-car production for 1947. We do not believe 
that the total will exceed three and a half million because 
of the material situation. We do believe practically all the 
gain over 1946 percentagewise will be in the second half 
of the year.” 

“Of course, another controlling factor in production will 
be the labor situation, and no one at this time can guess 
how many strikes will interfere with production next year. 
First, we have the prospect of strikes in the plants of 
the producers of automotive parts; and second, we have 
the strike situation in the plants of suppliers to the parts’ 
manufacturers, particularly in the coal and steel indus- 
tries. Our prediction of a 3.5 million-car year takes into 
account no loss of time for strikes. 

“Strikes are not imminent in the plants of the parts’ 
manufacturers. The automotive vehicle manufacturers set 
the wage pace for the parts’ manufacturers.” 

* * * 


“Except for inferior grades of coal which would not 
move under any normal circumstances, the bituminous 
coal industry will have to operate at full capacity during 
the first six months of 1947 in order to satisfy demand 
which will be unusually heavy in the first quarter of 1947 
as a result of the recent coal strike. It is also possible 
that industry and the country may be faced with another 
coal strike as of April 1, 1947.” 


* * * 


“The increase in rail freight rates, effective January 1. 
1947, may release the flood of railway car orders that the 
railroad equipment industry needs to maintain a high level 
of production. This action came at a time when the indus- 
try was apprehensive over the further sharp upsets in 
production schedules arising from the coal strike and the 
railway freight embargo, both now called off. The serious 
shortage of freight cars, however, antedates the recent 
coal strike by many months. After the deferred demand 
has been met, the level of railroad traffic and gross rev- 
enues will be a prime determinant of profits in the rail- 
road equipment industry.” 
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The outlook for availability of labor is regarded as 
slightly more favorable than that for materials in the 
coming six months, but both are expected to cost 
more. The degree of change in costs of both will 
largely depend upon the outcome of the steel wage 
negotiations. Many executives believe that these 
negotiations will determine whether a second round 
of wage increases occurs. The rapid acceleration in 
costs in recent months, however, is not expected to 
continue throughout 1947. Some executives feel that 
prices may already have reached their peaks, while 
others believe that high points are still some time 
off. There is evidence in some industries that the 
recent advance in costs has not been passed on to the 
extent executives regard as necessary in order to 
maintain a proper profit margin. In a few instances, 
particularly some food products, lower prices are an- 
ticipated as more supplies become available. 


MATERIAL SUPPLIES 


Material shortages are most acute among manu- 
facturers of metal products where strikes have cur- 
tailed production of basic raw materials. However, 
manufacturers of petroleum products, paper products 
and textiles also expect to be plagued with material 
shortages in the first six months of 1947. Among the 
products most frequently mentioned as being in very 
short supply are steel and pig iron, bearings, electric 
motors and castings. Some executives report an im- 
proved supply situation for raw materials since decon- 
trol, partly because black markets can no longer 
flourish. 

Numerous concerns continue to be confronted by a 
serious unbalance in inventories, with shipments of 
finished goods held back by the lack of one or two 
items. This situation is expected to improve. When 
it does, the release of materials is expected to be sub- 
stantial and will result in an easing of the supply 
situation to a greater extent than the amounts of 
material involved, because of changes in inventory 
policy. With some of the fears of shortages removed, 
many concerns are expected to reduce their inventor- 
ies of raw materials and semi-manufactured goods. 


LABOR SUPPLIES 


The labor picture is more promising, with the large 
majority of executives expecting no difficulty in ob- 
taining the necessary labor or at least looking for 
some improvement in the labor supply. Serious short- 
ages of technicians and skilled labor are still present, 
but even these are becoming less of a problem as 
workers hired since the war are gaining skill. A note 
of caution is sounded by some executives who point 
out that their optimistic views on the labor situation 
are predicated on a limited supply of material and 
that, if material receipts exceed expectations, they 
may be handicapped by labor supply. 

Some of the views on the outlook for availability 
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of labor and materials, as well as the trend of costs for 
each, are presented below: 


“In forecasting our costs for 1947, we have allowed 
for an increase of 5% in materials and 10% in labor. Our 
material estimates are probably low as we have received 
an average increase of 3% in the past thirty days with 
promises of more to come if the second round of wage 
rates materializes.” (Electrical machinery) 


* %*£ %* 


“We believe that material supplies will ease as the first 
six months of 1947 progress. There was a considerable 
increase in inventories of raw materials during the last 
six months of 1946, and we do not believe this trend will 
continue. It should, therefore, be easier to obtain more 
raw materials during the next six months. Also, the de- 
mise of OPA price controls should stimulate the produc- 
tion of many articles which were scarce only because of 
the unfortunate pricing policies in force until recently. 
We believe that the trend in wage rates will be gradually 
upward during the first half of 1947 but that considerable 
effort will be made to reduce unit labor costs during this 
period.” (Machine tools) 


* * * 


“During the past year, the manufacturing cycle, from 
the placing of authorizations in the shop to shipment of 
finished products, lengthened very materially. That fact, 
and the necessity for taking goods when you could get 
them so as to avoid not getting them at all, resulted in 
building up inventories well beyond their normal propor- 
tions and likewise in their being out of balance. Of course, 
this situation tied up more working capital. We think 
that this condition is going to improve markedly from 
now on and we anticipate an improvement in working 
capital turnover of 20% to 25% in 1947.” (Electrical 
equipment) 

* * * 

“According to steel men, we cannot expect any great 
increase in the amount of steel that we can procure un- 
til July, at which time considerable new rolling equipment 
will be available. Just how great the effect of the new 
rolling equipment will be seems doubtful because, if I 
understand the matter correctly, the ingot capacity is not 
greatly in excess of the present rolling capacity.” (Heat- 
ing and plumbing) 


eH > 


“Material supplies are now adequate, but prices have 
increased from 25% to 35%. Labor supplies are totally 
inadequate, and, owing to an increase of 15% in Decem- 
ber, 1945, which we were forced to absorb at that time 
and an additional increase of 12% last November, labor 
costs will increase at least 25%. As a result, the cost of 
our product will increase approximately 15% to 20%.” 
(Apparel) 


= * * 


“Except for steel scrap, material for general operating 
purposes will not be a serious problem. Labor, of course, 
continues to be rather short, but I do not believe it will 
be any more serious than it has been in the last six 
months. Material prices have been advancing rather rap- 
idly in our industry in the last few months.” (Steel) 
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“Since the elimination of controls, prices on most com- 
modities have increased substantially and indexes of 
industrial commodity prices reflect an advance of approxi- 
mately 26% for the year 1946. We have not experienced 
much more than an average advance of 15% in prices 
during 1946 but feel that before the peak of prices is 
reached, there will be further advances in the general 
average of at least 5% to 10%. Prices on steel for export 
have recently been increased approximately 10%, and it 
is a matter of only a short time before similar advances 
will be made in the domestic steel market. Resistance on 
the part of consumers to high prices should become in- 
creasingly evident during the second quarter of 1947, and 
manufacturers, we believe, also will show some restraint 
in increasing prices. We doubt whether the price decline 
will be drastic when it develops as most manufacturers 
of industrial equipment have a heavy backlog of orders 
which will insure capacity operations throughout the year. 
There are few, if any, signs of reduction in costs during 
the first half of 1947.” (Petroleum) 


We 


“Skilled labor for our industry is lacking, and we use 
more skilled than unskilled. However, there is some sign 
of increasing efficiency.” (Screw machine products) 


ET a te 


“There is evidence of an improvement in the labor sup- 
ply, more marked among males than females. The sur- 
plus of government workers is finding its way into indus- 
trial fields. Costs are substantially higher than at any 
previous time and they are still advancing. Many retail- 
ers have undertaken extensive job-evaluation studies 
which are likely to result in upward revisions of payrolls. 
With respect to material costs in the soft lines, there are 
evidences of a possible increase of 15% to 30% in prices 
for spring selling. It is our opinion that fall prices will 
return to pre-decontrol levels except where extreme scar- 
cities continue, and the market will be highly selective.” 
(Retail distribution) 


+ © 


“In the last half of 1946 the labor supply for unskilled 
and semi-skilled occupations has increased, and this trend 
will become increasingly noticeable in 1947. However, 
definite shortages will remain for engineers, chemists, geol- 
ogists, ete.” (Petroleum) 


RETURN OF COMPETITION 


Wartime “order-taking” and easy selling have al- 
ready been replaced by the return of competitive mar- 
kets for about one fifth of the cooperating companies. 
About one eighth report that they are in a period of 
transition from a sellers’ to a buyers’ market. 
Another 13% expect to encounter real competition 
during the first half of 1947, while about a third of all 
the companies look for a return of a buyers’ market 
in the second half of 1947. About one fifth of the 
companies do not believe supply and demand will 
approach balance until sometime after the end of 
1947. Included among this latter group are special- 
ized industrial machinery manufacturers. Supplies of 
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some steel products are also expected to remain tight 
until sometime in 1948. That is also true for some 
paper and paper products. 

Industries in which competition is already present 
or is currently beginning to make its appearance in- 
clude petroleum products, machine tools, and food 
products. Manufacturers of hardware, office equip- 
ment, chemicals and textiles other than woolens and 
worsteds expect a return of competition in the second 
half of 1947. Some executives contend that the elim- 
ination of controls is hastening the return of competi- 
tion and programs for more intensive selling efforts 
have been speeded up. 

A cement producer noting a strong sellers’ market 
in cement believes that “by the second half of 1947 
the situation will have changed considerably and will 
at least approach normal competition.” Another ce- 
ment producer does not “look for a return to normal 
conditions for at least another year.” 


Some Plant Expansions 


In some food lines competition has returned, 
while in others sellers’ markets still exist. An execu- 
tive in the industry hopes “that a number of these 
will be eliminated by mid-year 1947. The ample sup- 
plies of many types of processed foodstuffs in this 
country and the greater competition for the consum- 
er’s dollar from other sources in 1947 will force some- 
what keener price competition in processed foods than 
now obtains.” 

The situation in the steel industry is expected to 
vary considerably for the different products produced. 
“Certain items of heavy production,” reports a lead- 
ing executive, “may return to a competitive position 
during the last half of 1947. The lighter products such 
as flat, rolled and wire products will continue to be 
close rather indefinitely.’ Another executive takes the 
view that “but for strikes in 1946, the steel supply 
would have been adequate to take most of the present 
great pressure off the steel market and we look for 
signs of this to show up definitely in 1947 but prob- 
ably not in the first six months.” 

The supply situation in bearings is expected to 
remain tight during 1947. One producer notes: “We 
believe that normal competitive conditions will not 
return until the spring of 1948.” A coal company 
executive observes that return of competitive condi- 
tions depends in part on developments outside the 
coal industry. “It will depend,” he states, “upon the 
ability of our competitors—principally fuel oil and gas 
—to obtain equipment (largely conversion units) 
which will be used in making inroads in our business. 
Some of us feel that our sellers’ market will be over 
not later than the summer of 1947.” 

About a third of the companies are planning to 
expand their plant facilities in 1947. A slightly smaller 
number have either completed such programs or have 
them under way. The remaining companies are con- 


fining expenditures to the replacement of obsolete 
equipment and modernization. Companies embarking 
on expansion programs are largely motivated by (a) 
demand for existing products far in excess of present 
productive facilities; (b) the need for new facilities 
to produce new products; and (c) desire to reduce 
production costs and obtain increased efficiency. 


High Construction Costs 


While the prospect of keen competition sometime 
during 1947 or early 1948, coupled with high and ris- 
ing labor costs, has provided an added incentive to 
increase productivity through more efficient equip- 
ment and plant layouts, high construction costs have 
caused some executives to abandon or delay expan- 
sion programs. Delays in delivery of building mate- 
rials and equipment and uncertainty as to the future 
course of business have also caused deferment or 
abandonment of expansion plans, but these influences 
are negligible compared with the cost situation. Com- 
menting on the dilemma confronting many business- 
men, one executive further observes that labor is 
penalizing itself for short-term gains. 

About two thirds of the reporting companies expect 
to finance their 1947 expansion programs through the 
use of cash or other current assets. Of the remainder, 
one half expects to obtain funds through bond or stock 
issues, while the other half will rely on bank loans. 
A number of executives placed considerable stress on 
the need for improving cash positions and obtaining 
greater liquidity. Retroactive portal-to-portal wage 
demands have influenced policies with respect to cash 
positions. Some changes in inventory policy are also 
evident. 


GENERAL OUTLOOK 


Some typical—favorable and unfavorable—fore- 
casts or estimates of the general business outlook are 
presented below (others appear on pages 28-32). 


“We believe that the outlook is good for business gen- 
erally and that most industries can look forward to at 
least one very profitable year before the pipe lines are 
filled. When normal markets return we expect competi- 
tion to be much keener than before the war, but com- 
panies which are well financed and have progressive man- 
agement should continue to operate successfully.” 

* * * 


“We do not anticipate any major recession in business 
activity during the coming year. While there appears to 
be indication that some lines of production are catching 
up with the accumulated unsatisfied demands of the war 
years, the decline in production which may result in those 
lines should be more than offset by expansion of output 
in durable goods and construction activity where price 
factors represent the only serious limitation, Over-all pro- 
duction is high when measured against any prewar period 
and it seems most likely that 1947 may result in a con- 
solidation in the area of that high level rather than a 
further advance or serious decline. Avoidance of any 
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adverse interruption to production, such as labor disputes, 
and a leveling off of the rising price trend would be 
important contributing factors to such a result.” 

* * * 


“As far as the heavy goods industry is concerned, we 
do not see how or why a slump should occur in the first 
half of 1947. There is a tremendous and unslackening 
demand—at least judged by our own experience. The 
big problem today unquestionably is more production 
and reduced costs.” 

* * * 

“The outlook for 1947 will depend on how wage settle- 
ments are made in the big industries. If there is another 
wave of large wage increases with its resultant price 
increases, a depression may set in caused by a buyers’ 
strike. On the other hand, if wages are stabilized and no 
serious strikes occur to retard production of vitally 
needed raw materials, the end of 1947 should see our 
economy on a rising trend.” 


* * * 


“The delays occasioned primarily by strikes in key 
industries have disrupted our program and those of many 
others. The result is a delay in the consummation of 
plans that would have meant major permanent employ- 
ment opportunities in our country.” 
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“Our feeling is that business will soon be retarded and 
then decreased by buyers’ resistance to selling prices 
forced too high by impractically high costs, especially 
labor.” 

* * * 


“We feel that before the spring season is over, there 
will be some slight recession in business, although the 
people will still have plenty of money to spend.” 


* * * 


“It is my belief that if we are free from strikes in the 
first half of 1947, or at least strikes of a serious nature, 
we will nevertheless have a lower volume of business in 
the first half of the year than we had in the last half of 
1946. Practically all of the people I have contacted 
feel that the first half of 1947 will show a rather marked 
drop. No one seems to be sure how long this drop will 
last. Most of them feel the last half of 1947 should show 
some upturn. The percentage of drop seems to be a moot 
subject, and no one wants to go out on a limb and prog- 
nosticate too specifically.” 


Henry E. Hansen 
Division of Business Practices 


Commodity and Stock Prices, World Wars I and Il 


By LOUIS H. BEAN 
United States Bureau of the Budget 


| hee COURSE of commodity prices during World 
War II and during the first postwar year has been 
generally inverse to the course of stock market prices, 
especially if each is considered in relation to its trend. 
A similar inverse relationship developed during and 
after World War I. The commodity price movements 
of 1916-1920 and of 1940-1946 show roughly the same 
general pattern, and there is a general similarity be- 
tween the broad movements in stock prices for the 
two periods. In each postwar year, 1918-1919 and 
1945-1946, stock prices advanced sharply, but turned 
down as commodity prices started rising sharply, and 
in each case commodity prices remained high several 
months after the peak in stock prices. These observa- 
tions are based on the two attached charts. 


One of these charts contains the monthly record of 
wholesale commodity prices from 1941 to the fall of 
1946, and a similar record of industrial stock prices. 
In order to emphasize the differences in the rate of 
change in prices, trend lines have been drawn in. 
They, of course, have no particular significance be- 
yond their aid to visualization. The outstanding fea- 
tures of the 1940-1946 record are as follows: 


Commodity prices moved up gradually during 1940, 
then rose sharply to the spring of 1942. From then on 
to the end of the war, the rise in prices was either mod- 
erate or stabilized. After the war, during the latter part 
of 1945 and early part of 1946, commodity prices again 
resumed the moderate rate of increase comparable to that 
of 1940, but with the efforts to loosen price controls and 
finally the actual removal of price controls during the 
summer of 1946, commodity prices rose very sharply. 


The record of changes in industrial stock prices is 
roughly inverse to that of wholesale commodity prices. 
Accompanying a sharp rise in commodity prices which 
began in 1941 and terminated in the first part of 1942, 
we had a downward drift in industrial stock prices. Dur- 
ing the period of relative price stability from 1942 to the 
spring of 1945, industrial stock prices generally followed 
an upward course, and then rose sharply during the last 
half of 1945. This sharp rise terminated in June, 1946, as 
commodity prices began to advance more sharply. The 
sharp drop in stock prices in 1946 followed very shortly 
after the sharp rise in commodity prices. 


This rough inverse correspondence between the 
movements of wholesale commodity prices and of in- 
dustrial stock prices is, of course, not offered as the 
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explanation of the break in the stock market in 1946. 
It does, however, suggest that one of the contributing 
factors may have been the sharp rise in food prices, 
resulting in a sharp rise in living costs which curtailed 
the purchasing power of those groups in the popula- 
tion whose earnings remained stable. An appreciation 


Chart 1: Industrial Stock Prices and Wholesale 
K Prices, 1916-1920 


Sources: Bureau of Labor Statistics; Standard and Poor’s 
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Chart 2: Industrial Stock Prices and Wholesale 
Prices, 1940-1946 
Sources: Bureau of Labor Statistics; Standard and Poor’s 
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Note: These are preliminary sketches. The commodity price index used is that of 
the Bureau of Labor Statistics. The industrial stock price index is the series of 
tandard and Poor’s. The trend lines have no particular significance other than as 
aids in revealing the broad character of the fluctuations for the two series in the two 
periods. In the case of commodity prices, the trend lines connect the data for the year 
immediately preceding and immediately following World Wars I and II. 
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of the effect of a rise in food prices on the curtailed 
purchasing power for industrial goods could easily 
have been one of the factors in the 1946 stock market 
collapse. 

The second chart deals with a similar record of 
wholesale prices and industrial stock prices for the 
period 1916 to 1920. The outstanding features in this 
record are: 


As in the foregoing record, commodity prices advanced 
gradually during 1916, then rose sharply during the last 
part of 1916 and the first part of 1917. Between the sum- 
mer of 1917 and the fall of 1918, the rate of increase was 
noticeably slowed down. And after a brief decline follow- 
ing the end of the war, they resumed the moderate rise 
that characterizes the early part of 1916. By the middle 
of 1919, commodity prices again began to rise sharply, 
and after a brief check resumed the sharp rise during the 
fall of 1919 to the summer of 1920. Industrial stock 
prices, after a noticeable rise in the last half of 1916, 
followed a downward course to the last quarter of 1917. 
This was associated with the rapidly rising commodity 
prices of 1917. During 1918, industrial stock prices moved 
up gradually, then rose sharply during the summer of 
1919, as commodity prices resumed the rate of rise that 
characterized 1916. In the middle of 1919, after com- 
modity prices started rising at a faster rate, stock prices 
declined and after a brief recovery, began a relatively 
continuous decline. This was accompanied by a sharp 
rise in commodity prices during the last part of 1919 
and the first part of 1920. The peak in commodity prices 
came approximately seven months after the 1919 peak in 
stock prices. 


It is interesting to observe in these two periods of 
such strikingly different conditions, that there is.as 
much similarity, first, between wholesale commodity 
prices and the inverse movements in industrial stock 
prices and, second, between the wholesale price move- 
ments in each of the periods and between the indus- 
trial stock price movements in each of the periods. 
There are other similarities which may be noted (of 
interest primarily to those who might have to live 
through a third world war and wanted to become 
famous as forecasters!). One is that in each case 
stock market prices reached their low point several 
months after the declaration of war. Another is that 
during our participation in the war, stock market 
prices tended to rise in each case, in the recent war 
more sharply than in the first, and this phase was 
then followed by sharp advances in the first year after 
the war. Finally, commodity prices in both cases con- 
tinued to advance after the stock market had defi- 
nitely turned down. The peak in commodity prices in 
1920 came about seven months after the 1919 peak in 
stock prices, and since the peak in stock prices in 
June, 1946, we have already had an interval of six 
months of rising prices. Will this parallel hold for a 
decline in wholesale prices in early 1947 similar to 
that of 1920? 


Selected Business Indicators 
(Annual statistics appear in “The Economic Almanac 1946-47,” page 108) j . 


1946 


Item . 
November October September August 


Industria] Production 


Total (PRB) (S)...6c hols. eaas. 1985-89=100 |p  182]r 181 180 177 ; 
Manufacturing (FRB) (S)........ 1935-39=100 || p 190 |r 188 186 | r 184 8 : 
Durable goods (FRB) (S)....... 1935-39=100 |p 214|r 218 212 208 .0 : 
Steel oii% nade sees teil aeteet 5 000 net tons 6,379 |r 6,910 6,518 6,887 9 7 
PUP ONS. dss cave > 0.5 5:4 oies 000 net tons 4,435 4,815 4,687 4,898 2 ‘ 
Copper (refined).............. net tons 75,066 77,947 67,803 59,591 9 ‘ 
Lead (refined). 20a0is.% vee oe net tons 40,041 43,062 40,720 | - 85,690 3 ‘ 
Baie (alab) &. ‘isola n tet tadant net tons 66,818 | 64,138 58,475 59,752 9 ‘ 
Glass containers.............. 000 gross 9,610 10,533 9,815 10,659 0 0 
Tambor!) Ou y.lres ae million bd. ft. n.d. 2,921 2,709 2,880 8 3d 
Machine tools!............... 000 dollars 26,176 |r 29,140 25,468 26,911 A 4” 
Machinery (FRB)......--..-- 1935-39=100 ||p 275 |r 269 262 254 .0 9 
Transportation equip. (FRB). .|| 1935-39=100 || p 237 |r 235 24) 242 6.0 -54.8 
Arrtomobiles, .)3'5 sete 06 ene nc oes units 260,803 285,562 239,410 241,302 +653 .5 f 4 
Nondurable goods (FRB) (S)....|| 1935-89=100 |p 171 |r 168 164 164 +8.2 -1.7 
Cotton, 5 6 acikinis,grec velar na ae 877,461 931,229 818,449 855,511 +18.1 +6.6 
WoO sake «Gisctteits teas n.a. 77.0 57.0 60.0 , +39.2c +12.9d 
PRAY ONY SIMA rac cies e 6'= alelefee a million pound 57.5 |r 59.4 54.2 57.3 52.8 +8.9 +10.5 
Food prod., mfd. (FRB) (S)....|/ 1985-89=100 Pp 157 |r 147 136 |r 147 150 44.7 -0.9 
Chemicals (FRB) (S)......... 1935-39=100 || p 939 |r 236 935 937 228 +4.8 18.83 
Newsprint, North American.. .|| short tons 459,932 | 476,265} 420,574 | 468,236 | 391,383 +17.5 422.7 
PAperia ws vciceriietib srt sregine «te % of capacity 105.5 106.4 101.3 104.7 95.5 +10.5 +13.3 
Paperboard. cdc cow aly a c'eleae (> % of capacity 99 100 96 99 95 +4.2 +2.8 
Boots and shoes®.............-- thous. of pairs |}e 44,200 p 47,235 |r 41,651 46,236 40,049 +10.4 +9.2 
Cigarettes (small)?............ millions 27,696 32,778 26,865 28,953 25,406 +9.0 +18.8 
Mining (FRB) (S).............-. 1935-39=100 || p 137 144 145 | r 144 138 0.7 2.03 
Bituminous coal.............. 000 net tons 37,390 |r 57,125 51,680 54,450 50,772 26.4 8.2 
Anthracite. cock cee sen cea 000 net tons |p 4,990 5,409 5,048 5,444 4,559 +9.5 +9.2 
Crude petroleum!............. 000 barrels e 4,815 |r 4,785 4,790 4,836 4,508 +6.8 +0.9 
Electric power’. ............00-00+ million kwh 4,649 4,547 4,438 4,413 3,946 +17.8 -1.6 
Constrirction®s «.. sae vearye sees oe 000 dollars 503,745 573,206 619,857 679,909 370,087 +86.1 +186.9 
Heavy engineering—Public’........ 000 dollars 35,274 39,203 35,859 40,445 16,728 +110.9 +81.2 
Heavy engineering—Private’....... 000 dollars 33,682 58,488 57,406 67,820 | 46,413 -27.4| +200.4 
Distribution and Trade 
Carloadings, total®*,.............. thousand cars 834.0 920.9 882.9 895.4 797.3 +4.6 2.1 
Carloadings, miscellaneous™*........ thousand cars 392.6 401.5 382.0 387.7 353.8 +11.0 -3.9 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 244.3 248.9 270.1 196.6 +24.3¢ +29.0d 
Department store sales (S)......... 1935-39=100 || p 273 257 269 290 229 +23.0 +28.1- 
Variety store sales (S)............. 1935-39 = 100 n.a. |p 199.3 188.6 197.0 169.6a +17.5c +13.9d 
Rural retail trade (S).............. 1929-81=100 n. a. 265.6 321.9 352.1 189.7 +40.0c] +44.5d 
Grocery chain store sales (S)®....... 1935-39 = 100 n.a. |p 245.8 243.9 267.4 193.7 +26.9c' +80. 4d 
Magazine advertising linage........ thous. of lines 5,213 5,420 5,308 4,704 4,804 +8.5 +13.3 
Commodity Prices 
All commodities (BLS)*®........... 1926 =100 p 1389.6 |p 184.1 124.0 129.1 106.8 +30.7 +12.6 
Raw materials. 24 oc ec cde 1926 =100 p 153.4 }p 148.7 141.4 145.7 118.9 +29.0 +13.8 
Semi-manufactured articles....... 1926 =100 p 129.1}p 118.2 115.0 111.9 96.9 +33 .2 +13.2 
Manufactured products®......... 1926 =100 p 134.6|p 129.6 117.2 123.9 102.2 817 +12.0 
Perm products... ¢oscis.sosands 1926=100 p 169.8 }p 165.3 154.3 161.0 13104 +29.5 +14.6 
ca Met ace petal vst alemloravann ee 1926 =100 p 165.4 )p 157.9 131.9 149.0 107.9 +53.3 +20.4 
Sensitive industrial (NICB)®........ 1929=100 184.5 119.5 114.2 113.2 97.1 +38 .5 +12.0 
Sensitive farm (NICB)5............ 1929=100 177.3 182.5 169.5 188.2 132.0 +34.3 422.3 
Retaiorices .. ctcsesec esas ctwees 1935-89 = 100 n.a. 167.0 164.3 159.8 141.84 +17.8¢' +7.4d 
Securities . 
Total stock prices(Standard & Poor’s)| 1985-39 = 100 120.6 122.3 125.4 146.4 136.9 -11.9 $17.9. 
Endustriale. ..0d..6scls sn tesee sav 1935-89 =100 123.8 125.9 128.8 150.4 138.7 -10.7 +19.0 
Mains. 005. <b cngabug sa stehlg: 1935-39 = 100 113.3 110.2 119.0 147.1 154.2 26.5 47.5 
LT Ee Ge es ake 1985-89 = 100 105.5 107.2 109.7 125.3 120.8 -12.7 |  +15.77 
Totalno. shares traded N.Y.Stock Ex.|| thousands 33,469 38,308 57,631 28,3384 52,253 -35.9 +8.6 
Corporate bond yields (Moody’s). . .|| per cent 2.82 2.82 2.79 2.73 2.8 


0 5.2 
Financial Indicators | 


Bank debits, outside New York City™} million dollars 46,105 |r 47,671 43,155 |r 43,683 39,255 +17.5 +10.0 


New capital corporate issues........ 000 dollars 589,878 | 256,540 169,759 | 354,302 60,276 +878.6 | +158.1 
Refunding issues......... Ree 2) dot 000 dollars 86,316 | 65,208 | 144,182] 96,807} 101,549 -15.0] -86.8 
Comm., industrial and agric. loans*, .|| million dollars 10,040 9,495 8,841 8,336 6,659 +50.8 +82.1 
National income payments......... million dollars n.d. 14,763 14,317 13,481 13,531 +9.1e +1.24 


Money in circulation, end of month.!! million dollars 28,853 |r 28,600 28,507 28,448 28,211 +0.9 +2.3 +5.2 
Se NO SNE SE OnE aon COUATS I, 20,005 | fF 28,000) |" 28,007 26,250 28,2 E a0). Sale tee 


_ ,SAdjusted for season variation _ ‘Shipments  *Consumption; cigarette consumption measured by tax-paid withdrawals _ Excludes reconstructed government shoes includec 
in data prior to 1944 ae daily ‘Average weekly %F.W. Dodge — ‘Engineering News-Record—average weekly _ ®Grocery and combination chain store sales _°T' 
September, 1946, the Bureau of Labor Statistics, carried motor vehicle prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, the October 
indexes for All Commodities and Manufactured products would have been 182.5 and 127.0, respectively; November indexes would have been 187.9, 181.7 _ 140 centers aOctober, 194! 
ee Oe ec e moe ton hae tripe yippee Davies, 1945, to October, 1946 ai neetae Soar dog 10 Foor 1945 to - 10 —— ae 
eEstima’ e production ing first 6 months o! ; negligible production in successive mon n.a.Not available limin: rRevised 
traffic indicator subject to variations in length of haul and amount loaded. oe a “f a s 
24 : 
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Manufacturers’ Inventories 
Still Climbing 


HE TREND toward increasing value of inven- 
tories held by manufacturers in all stages of fabri- 
cation still continues. This trend began in January, 
1946; outstanding increases occurred during the 
months of July and October when the value of inven- 
tories rose $835 million and $673 million, respectively. 
A large share of the inventory increase for October 
—45%—was in the form of finished goods. This rise 
was accounted for, in a large part, by the food indus- 
tries, where decontrol of meat in mid-October stimu- 
lated all phases of meat-packing activity. On an 
index-number basis (1939=100), the total holdings 
for October were 3.7% greater than the previous 
month and 18.7% above the figure for a year ago. In 
addition to the 4.8% increase in food stocks, the 
transportation equipment industry increased its hold- 
ings by 5.4%. All major industry groups, however, 
shared in the rise during the month. 
The best monthly rate of shipments achieved thus 
far in the postwar period was reached in October by 


manufacturers. The dollar value for October was 
about 15% above September, but, after adjustment 
for the number of working days, the index of ship- 
ments rose by 2.5%. 

The rise in the durable industries was owing pri- 
marily to the improved deliveries of nonferrous met- 
als and iron and steel products. Considerable im- 
provement was shown by the miscellaneous durable 
group (not shown on the table) which includes lum- 
ber, furniture, and glass industries as major compo- 
nents. Deliveries from companies in these industries 
are at the highest dollar rate on record. 


Anita R. Koprtson 
Division of Business Economics 


Table 2: Estimated Value of Business Inventories 


Source: Department of Commerce 
Billions of Dollars 


1946 1945 | Percentage Change 


Classification Sept., | October, 
1946 to | 1945 to 
October a er August! | October poe October, 

r 


946 1946 

Tolalscoe sous 34.0 32.4 81.3 27.4 | +4.9 | 4+24.1 

Manufacturers’| 19.6 18.9 | 18.5 16.5 | +3.7 |+18.8 

Wholesalers’. . . 5.3 5.1 4.8 4.1] +3.9 |+29.3 

Retailers’..... 9.1 8.5 8.1 6.8 | +7.1 |+33.8 
1Revised 


TABLE 1: MANUFACTURERS’ INVENTORIES, SHIPMENTS AND NEW ORDERS 
Source: Department of Commerce 
Index Numbers, 1939=100 


Percentage Change 
Sept. 1946 | Oct., 1945 


Item 
to to 
Oct., 1946 | Oct., 1946 

MRSMERY EIGN SE ois's.cio (sac) cic /e'e ersisis 8.0 ass gies +3.7 | +18.7 
REET IOOUS acco A c/aysiale eisai cluslers ties’ ence +2.9 | +15.9 
Automobiles and equipment ............. +1.2 +44.9 
Transportation equipment (except autos) . +5.4 6.2 
Tron and steel and products.............. +2.2 | +11.4 
Nonferrous metals and products.......... +2.4 +23.5 
Machinery, including electrical .......... +2.6 | +19.6 
PU GRIMERIG POOUS fc.nia!s.0i513 01+ we) sso vin 0.0 2 viclete +4.0 } +21.1 
Chemicals and allied products............ +3.4 | +11.8 
Food and kindred products.............. +4.8 +18.2 
Paper and allied products................ 0.0 | +22.3 
PETrOleIM PEHNING..........oj0 oid i06 aed es wee +1.6 | +17.0 
Textile-mill products...................- +2.9 | +45.5 
CORRIREEDOIES rt ae Chee cts o)civls's.5 scl. aieis vip is siete «cies +2.5 | +21.6 
MEME AIODUN Y eie 5 2 Sec ei Glaidls «wie geie o's 019 +1.5 | +30.5 
Automobiles and equipment............. +0.4 |+119.6 
Transportation equipment (except autos). -3.8 -13.7 
Tron and steel and products.............. +0.9 | +27.5 
Nonferrous metals and products.......... +4.0 | +72.5 
Machinery, including electrical........... 2.4 +5.6 
MOrmstAD IE POOKS, «0.5 F- oo wis on sels 6 Sty +3.5 +15.1 
Chemicals and allied products ........... +1.3 | +17.7 
Food and kindred products.............- +8.3 | +11.0 
Paper and allied products................ +0.9 | +26.4 
Petroleum and coal products............. 0.9 | +87.3 
Textile-mill products.................... +2.9 +26.9 
PEPIRUOES cis 2 9.0/3 s'ajetors watala alt'ajcis 61s 6ieje/0 0's +0.4 | +27.2 
IES RETEST. le, 6:0;5/< siesta, a oiehsathe elete'sieh<ia 9's 3.1 +53.8 
Tron and steel and products.............. 4.9 | +52.8 
Machinery, including electrical........... -2.5 | +98.7 
Mondurable poods......5...0000005 ¢eelesans Coe. ee hentae 


iRevised 
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Business Indicators: Forecasts for 1947’ 


HE Conference Board Economic Forum, with the 
assistance of guest talent from the Washington 
and New York areas, recently undertook to appraise 
the business outlook for 1947. A complete record of 
the oral discussion of this subject has already been 
published by Tae ConrereNce Boarp.? 
In addition to this gen- 
eral discussion, each of the 
participants in the panel 


TABLE 1: 


ments at $198 billion in the second half of 1947 but 
did not supply an estimate for the earlier half. 


. 


Gross National Product 


With two exceptions, all participants expected a 
reduction in gross national product in the second half 


SUMMARY OF FORECASTS FOR 1947 
(Appropriate Units Shown in Table 2) 


was asked to supply his es- 
timates for 1947 of the 
fifteen business indicators 
most frequently used for 
forecasting purposes. Data 
for the years 1929 and 
* 1939, and annually there- 
after, are shown in the 
accompanying table, to- 
gether with the latest esti- 
mates available for 1946. 
Forecasts were furnished 
by about half the partici- 
pants on condition that 
the identity of contribu- 
tors was not to be revealed. The results for each of 
the indexes are shown in the accompanying table. 
Wherever possible, trends are indicated for the open- 
ing and closing halves of 1947. 


Business Indicator 


Industrial production....... 
National income...........- 
Income payments 
Gross national product...... 
Nonagricultural employment 
Wholesale prices............ 
Agricultural production. .... 
Carloadings:\). neste teary 
Construction contracts...... 
Retail sgless%).7. 0 acaeceek a 
Cost of living. 5.42 eiee on 
Btock prices: -.S5 ape ese 
Weekly earnings........... 
Corporate profits........... 
Individual savings.......... 


Industrial Production 


Over a third of the correspondents placed this fig- 
ure at 170-180 for 1947, but the majority definitely 
thought that industrial production would be lower in 
the second than in the first half. The averages do 
not show this, since the gains foreseen by those antici- 
pating an upturn in the closing months were substan- 
tial enough to keep the group average relatively un- 
changed. 


National Income and Income Payments 


Here again the majority foresaw a decline in the 
second half in both income totals. For the most part, 
the changes were moderate although one participant 
looked for a decline in national income to $150 bil- 
lion in the opening months and to a low of $120 billion 
at the close. Another participant placed income pay- 


1The regular monthly collection of forecasts is omitted this issue 
but will appear again in the February Business Record. 

*See “The Business Outlook for 1947,” Studies in Business Eco- 
nomics, No. 7, 1946. 


First Half Second Half 
at 
Replied Arithmetic] Median Arithmetic] Wedian Range 
Average Average 
172 175 170-175 140-200 
166 165 120-185 
166 168 116-198 
194 190 150-222 
38,480 | 38,500 34,800—40,000 
130 132 100-145 
134 133 125-138 
778 775 682-890 
703 700 600-735 
8,035 8,000 6,770-9,000 || 7,777 6,500-8,750 
148 150 127-160 140 123-155 
123 120 115-146 140 100-204 
44.50 45.00 | 38.50-50.0) 44.74 44.00 | 40.50-52.50 
11.6 11.4 6.0-16.0 11.2 7.0-15.0 
16.5 LO 12.0-20.0 16.4 8.0-23.1 


of 1947. In one instance, the estimate reached $150 
billion, or $40 billion below the opening half. Never- 
theless, four replies anticipated about $200 billion for 
the first half and three foresaw this total for the clos- 
ing half. 


Nonagricultural Employment 

Although half of the group expected an increase in 
employment in the first half, only two believed more 
people would be at work in the closing half of 1947. 
The lowest estimate was only about 10% below 1946. 


Average Wholesale Prices 

Most of the correspondents look for an increase in 
wholesale prices for the early part of 1947, and for 
the most part place the index between 130 and 140. 
All agreed upon a decline in the last six months, 
bringing the index to 120. Two foresaw prices below 
110 for both periods, while another expects prices to 
reach 150 and then drop to 145. 


Retail Sales 


Six of the nine correspondents expect total retail 
sales to average about $8 billion-$9 billion monthly 
in the initial half. Only four indicated second-half in- 
creases. One estimate of $9 billion monthly for the 
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first half was followed by a drop to $6.5 billion, or 
28% below the earlier period. 


Cost of Living 

All agreed that the cost of living for 1947 will de- 
crease in the closing half of 1947. Six of eleven par- 
ticipants place the index at 150 for the first half of 
the year, and then show decreases to 135-145 for the 
remaining six months. One placed the closing index 
at 147 after indicating an opening peak of 160. 


Average Weekly Stock Prices 


With one exception, all look for an increase in stock 
prices in 1947. However, this increase would come 
only after moderate declines in the early half. In two 


rate of $6.0 billion and $8.0 billion in the two periods. 
Four of the nine replies showed increases in the clos- 
ing half. 


Net Savings of Individuals 


Three replied that the annual rate of savings of in- 
dividuals would not change in the second half. Two 
of these placed savings for the year at $18.0 billion 
and the other at $18.9 billion. Five others indicated 
declines in the last half of the year. The averages for 
both halves, however, vary only slightly. 


Agricultural Production 


Five of the participants anticipate no change in 
agricultural production for the second half of 1947. 


TABLE 2: BUSINESS INDICATORS MOST FREQUENTLY USED FOR FORECASTING PURPOSES! 


Business Indicators Source 1e4s | 1944 | 1945 | 1946 | Latest Month, 
Tndustrial production......... Federal Reserve 239) 235) 203} 170a | 182 Nov 
‘National income............. Dept. of Comm. 122.2) 149.4) 160.7] 161.0) 164.0 | ..... 
Income payments to individuals| Dept. of Comm. 117.3] 143.1) 156.8] 160.7] 163.7] ..... 
Gross national product....... Dept. of Comm. 2) 152.3) 187.4) 197.6] 199.2) 194.0]  ..... 
Nonagricultural employment— 

monthly average........... Thousands 38,447] 40,185] 39,689] 38,144] 38,276¢ | 40,250 Oct 
Average wholesale prices...... 1926 =100 98.8} 103.1) 104.0} 105.8) 119.0e | 189.6 Nov. 
Agricultural production....... Dept. of Agric. |1935-39=100 128]; P1S6) 2 18st 181d ee 
Railroad carloading— Association of 

weekly average............ Amer. Railroads |Thousand Cars} 1,016 ‘ 814] 838! 806] 795e | 844 Nov. 
Construction contracts 

ee eonetly. average.|F. W. Dodge $ Millions 479.2) 295.9) 333.7] 500.6) 687.9) 272.8] 166.2) 274.9] 639.3e | 503.7 Nov. 
Retail stores— 

average monthly sales...... Dept. of Comm. |$ Millions 4,038] 3,503] 3,862) 4,624] 4,796] 5,307] 5,790) 6,381] 7,720c | 8,803 Oct. 
Cost of living—monthly avge.|B. L.S 1935-39 = 100 116.5] 123.6} 125.5) 128.4) 1387.9e | 151.7 Nov. 
Average weekly stock prices... Sealer! & Poor’s|1935-39 = 100 91.9} 99.8] 121.5] 141.2e | 120.6 Nov. 


Average weekly earnings— 
manufacturing............. 
Corporate profits aftér taxes. . Dept. of Comm. 
Net savings of individuals..... Dept. of Comm. 
1See American Statistical Association, Bulletin No. 2, May, 1945, pp. 20-21, for method 


of determination of this list. 
aAverage of first 11 months—unadjusted 


extreme cases, figures shown for the first half were 115 
and 116, as compared with 150 and 204, respectively, 
in the second half. 


Average Weekly Earnings 

Most of the estimates ranged from $40.50 to $46.00. 
One correspondent looked for weekly earnings of 
$52.50 in the closing half. Another placed average 
weekly earnings at $38.50 in the initial months of 
1947, then increasing to $40.50. 


Corporate Profits after Taxes 


Annual rates varied widely between $6.0 billion 
and $16.0 billion. Two anticipated an annual rate of 
$16.0 billion for the first six months, falling to $13.0 
billion in the latter part. Another expected an annual 


- 


43 .43e] 45.65 Nov. 
9. 8 9. 9 9.0 12.0 
28.6 33:°3|,7 38,9) . 83.1 17.5 
cAverage of first 10 months 


liminary estimate of Department of Agriculture 
eAverage of first 11 months 


One correspondent expects a second-half decline in 
the index to 125, after an average of 131 for the first 
six months. 


Construction Contracts 


In the opening half of the year, four of the group 
look for values between $700 million and $720 million 
for the monthly average of construction contracts 
awarded, but in the last six months the same four 
participants give estimates of value ranging from 
$650 million to $700 million. Another estimate, that 
of $900 million, is followed by a drop to $600 million 
for the monthly average of the second half of 1947. 


Martin R. GarnssrucH 
Division of Business Economics 
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Survey of Business Practices—continued 


Excerpts from Replies to Survey of 


Business Practices 


(See article on page 18) 


PRIMARY PRODUCTS 


Nonferrous Metals and Products: Little Change in 
Volume 


“Qur volume of production during the first half of 1947 
may be sustained unless strikes again interfere or supplies 
prove inadequate. It may be late in the second quarter 
before the supply situation eases.” . . . “Business for the 
first half of 1947 will be about the same or slightly better. 
The outlook for materials is rather difficult, but we expect 
an adequate supply of labor. We would not be surprised to 
see a general wage increase of 10% throughout the country. 


“Our cost trend will be up because nonferrous materials 
are going out of sight, and labor, of course, will receive some 
increases.” . . . “Our business in the last half of 1946 was 
affected by strikes and we should show an increase of 25% 
in volume in the first half of 1947.” . . . “New orders will 
decline about 50%, but our shipments will probably increase 
by at least 50%. It should be much easier to secure raw 
materials and labor in this period although costs of both 
are probably going up.” 

“In our business, a sellers’ market should continue for all 
of 1947, and probably, beyond that date.” . . . “If strikes 
do not interfere and buying power consequently lessened, the 
demand should insure full running time throughout the next 
year without much consciousness of competition.” . . . 
“Normal competition will return item by item.” . . . “We 
are now in a competitive market.” 


“We started a modernization program in 1945 which in- 
cluded some extension of facilities. This was financed by a 
ten-year loan from banks. We are delaying construction 
of two minor buildings until building costs have come 
down.” . . . “We are planning to expand our plant facilities 
in 1947 from earnings accumulated over several years. 
Lately we have decided that more mechanization is neces- 
sary because of constantly increasing labor costs.” . : 
“No substantial expansion in plant facilities is planned for 
1947.” . . . “We are planning some expenditures to put 
our physical plant in a more harmonious relation with the 
demands on our present facilities.” 


Petroleum and Products: Seasonal Trend 


“Our volume of sales will rise about 10% in the first half 
of 1947. While the labor situation has eased, many mate- 
rials, particularly steel products, are scarce. Costs will 
probably increase both for material and labor.” . . . “Sales 
will be approximately 2% ahead of those for the past six 
months, but 10% greater than those for a year ago. Gen- 
eral changes in base rates or temporary cost-of-living adjust- 
ments will offset reductions in take-home pay resulting from 
decreased overtime.” 


“Owing to the seasonal nature of our business, volume 


will decline about 7%, but this is less than normal. Mate- 
rials will continue to be restricted, but there should be some 


improvement after mid-year. There is a possibility that 
the peak of the current trend in prices may be reached in 
the first half of 1947.” . . . “We anticipate a business vol- 
ume approximating that of the last half of 1946, with costs 
of both materials and Jabor up.” 

“We are in a normal competitive market for gasoline, 
naphthas, kerosene and heavy oils. A sellers’ market on — 
lubricating and motor oils and wax will probably continue 
through 1947.” . . . “We are not currently in a sellers’ 
market.” . . . “Normal competition is rapidly returning.” 

“We are carrying on a plant expansion program, initiated 
in late 1945, as rapidly as materials and equipment become 
available. This is being financed from our current working 
capital.” . . “Substantial expansions of plant facilities 
are scheduled for 1947 out of cash available, including some 
withheld profits and the proceeds of new financing.” . . . 
“We are planning a substantial capital expenditure program 
extending over five years, a part of which will be under- 
taken during 1947. More than 50% of the cost of the pro- 
gram undertaken in 1947 will be financed from internally 
generated funds.” . . “We are planning to drill new 
wells, financing this from current receipts.” 


Steel Producers: Expanding in 1947 


“Our company might do 10% to 15%_more business in — 
the first half of 1947 than in the last half of 1946. We do 
not anticipate any great difficulty in obtaining sufficient 
material and labor, although the trend in material costs at 
least, and possibly labor, will be upward.” . . . “Our busi- 
ness will be about 10% greater owing to the rise in raw 
material prices. We have not encountered any limitations 
on the supply of labor, but materials are still in short 
supply.” . . . “We are and have been producing and ship- 
ping up to our practical capacity and this will continue.” 
. . . “The materials we need will be in ready supply at 
slightly higher prices. Labor will probably continue tight 
during the first quarter.” 

“We will not change from a sellers’ market in less than 
six months and it might be a year.” . . . “We estimate 
a return to normal competition in a year and a half.” 

“We have planned an expansion of approximately six 
times our normal annual depreciation which we will finance 
out of our own funds.” . . . “We are planning to expand 
plant facilities in 1947 and 1948, financing this program 
through a public issue of first mortgage bonds.” . . . “Our 
finances are such that we do not need outside help in caring 
for our considerable expansion in 1947.” . . . “We expect 
to increase our productive capacity somewhat in 1947.” 


METAL MANUFACTURES 


Automobiles and Equipment: Rising Costs 


“The automotive replacement parts industry can increase 
its sales about 10% in 1947. Our own volume on both re- 
placement and original equipment is likely to increase 25%.” 
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. “We anticipate a 25% increase in volume, and a sub- 
stantial betterment i in the material and labor pictures. Costs, 
however, are going up substantially.” “The material 
situation should improve, but there will ‘probably be a tight- 
ening of labor supplies. Costs will be up slightly.” . . . “By 
the middle of 1947 we hope to reach the production rate of 
several months ago.” . “We expect to obtain sufficient 
material and labor to increase our volume between 5% and 
10%, at slightly increased costs.” . . . “The supply of material 
will continue to be tight throughout 1947, but the acute 
edge will come off in the second quarter. I do not believe 
there will be a labor shortage. Costs of material and labor 
will be up about 10% to 15%.” 


“Buyers are beginning to balk at the high prices. Before 
six months are up, we may be back in a buyers’ market.” 

. . “We do not anticipate much change in our market 
until ‘the third quarter of 1947.” “The last quarter of 
1947 will see a return to more normal competition.” . 
“Competition will be restored by the end of 1947.” . 
“The market appears much larger than it is. Within a year, 
our industry will have to begin selling cars.’ 

“In 1947 we expect to put into operation si facilities that 
have been in construction since the fall of 1945.” “We 
are planning to increase our plant facilities substantially i in 
1947.” . “We are not planning to expand plant facilities 
in 1947.” . “Such normal expansion as we plan in 1947 
will be financed out of presently held money.” 


Electrical Machinery: Competition about a Year Off 


“We expect to increase production about 15% in the first 
half of 1947, which, with price increases, will raise our total 
billings in that period about 30%.” . . . “Production at 
the current level will result in a volume about 20% higher 
than that for the last half of 1946. Labor and supplies will 
be easier.” “Our production should increase about 10% 
to 20%. There should be an improvement in available 
labor.” . . . “Our volume of business will be approximately 
the same. Material costs will be up.” . “We expect our 
volume to decrease owing particularly to material shortages 
which have accumulated during the year as a result of 
strikes and lowered production i in the heavy industries, par- 
ticularly steel and copper.’ 

“We expect normal competition to come into its own 

about the end of 1947 or the first part of 1948.” . . . “We 
look for a return of competition in the fall of 1947.” 
“Tt will take at least until next fall before normal sales 
efforts are required in all our lines.” . “We are already 
in a competitive market in about 40% of our lines, and 
— will prevail in the remainder during the coming 
year.” . . . “Normal competition is closer than around the 
corner.’ 


“Our . expansion program was started immediately 
after V-J day, and the financing has been completed.” 
“Until there is more assurance of a determined effort for 
orderly procedures in the general setup, our capital expan- 
sion must be limited.” . “We are not planning any 
very considerable expansion in 1947.” . “We are plan- 
ning a cessation of some of our activities in 1947 in order 
to manufacture items that will give us a profit.” 


Industrial Machinery—General: Operating Costs Up 


“Our dollar volume for the first half of 1947 will be 20% 
over that for the same period in 1946. Wages will prob- 
ably be higher and there will also be further increases in raw 
material costs.” . . . “Production will be about 16% ahead 

_ of that for the corresponding period of 1946. Supplies are 
going to be extremely difficult to obtain.” “Both ma- 
terial and labor will be somewhat easier to obtain in 1947.” 


. . “Labor and material supplies should be | about 10% 
to 20% better and should cost about 10% more.” . “We 
do not expect any great change in our volume.” . “Our 
volume of production will represent capacity-plus operations. 
Material and labor costs will probably increase but not in 
excess of 10%.” “Our volume will probably decline 
between 714% and 10% and a continued shortage of mate- 
rials will probably be experienced.” . . . “Our volume of 
business will decline 10% to 15% owing to high prices 
and labor difficulty. Material supplies are becoming more 
plentiful.” 

“Signs of a buyers’ market are now appearing.” 

“Our sellers’ market will probably continue at least for the 
first half of 1947.” . . “Normal competitive conditions 
will not be restored in our industry until the spring of 
1948.” . . . “We expect to be in a sellers’ market possibly 
for a year or two, depending entirely on the labor market.” 
““We have never experienced competition in the usual 
sense.” . “We are now going through the transition.” 

: “We look for a return to normal competition in the 
early part of 1947.” . “The sellers’ market is disappear- 
ing and the boys are e going to have to get down off the 
gravy train.” 

“We have just completed construction on one plant and 
are building an extension on another.” . “We have al- 
ready started work on an increase of approximately 20% in 
floor space which is being financed from our cash resources.” 

. “We do not consider this a good time for plant expan- 
sion.” . . , “We increased our plant facilities about 25% 
the latter half of 1945 and the first part of 1946.” . 
“We probably will refrain from expanding our plant facili- 
ties until prices for materials and labor ease off.” . 
“Certain plant expansion was considered carly this year but 
was abandoned owing to excessive costs.” 


Industrial Machinery—Specialized: Expansion Under 
Way 


“We expect a 50% increase in shipments in the first half 
of 1947. Our material situation is very tight and we look 
for a 10% increase in price.” . “Sales will be approxi- 
mately 29% higher owing to the growth in our ability to 
produce. We anticipate great difficulty in obtaiing ade- 
quate. materials and labor. Costs will also rise somewhat.” 

“Supplies will continue short, and costs will be up, but 
labor will be easier.’ . “Materials should become stead- 
ily easier, and labor is ‘not scarce. If we do not have an- 
other round of wage increases, costs should stabilize and 
even decrease in spots.” . . . “We are planning to increase 
our production 10% to 15%. We have been operating on 
a hand-to-mouth basis, and will probably continue to for 
the next six months. The labor situation is becoming easier.” 

“We should have approximately a 10% increase in 
business. Materials and labor should both be in greater 
supply. Some material costs have advanced sharply in the 
past sixty days; we expect this trend to reverse. We do not 
think labor will go much higher than it is now.’ 4 
“Tf we cannot come to an agreement with our union and 
our employees strike, production will unquestionably de- 
cline.” 

“We are in a sellers’ market and will remain so for another 
three years. Demand from all over the world is fantastically 
heavy.” . . . “I do not expect a return to normal competi- 
tion for two or three years.” . “The sellers’ market for 
our product will continue for at least another year.” : 
“We are entering a buyers’ market in some lines now and 
expect a buyers’ market in all lines for the 1948 season.” 

. “We are encountering normal competition in sales 
now.” 

“We are working on a substantial plant extension pro- 


30 THE CONFERENCE BOARD 


January, 1947 


ee ee eee 


gram which is now 75% complete. We would plan further 
expansion if we could count on materials and equipment. 
This work is financed out of our regular funds.” . . . “We 
have just commenced construction of an addition to our 
plant which will cost approximately 30% of the depreciated 
value of our present plant. This, together with an increased 
inventory, will be financed by short-term bank loans.” . . . 
“Our expansion program will be completed by the first of 
1947.” . . . “Our plant expansion was largely completed in 
1946.” . . “We cannot see our way clear to spending 
stockholders’ money without more assurance as to what the 
future holds.” . . . “We increased our plant space by 15% 
the last half of 1945, and we replaced 75% of our machinery 
units with new high-speed and semi-automatic machinery. 
This was financed from current cash and a small amount of 
bank loans.” . . . “We do not consider it wise to make 
further heavy capital investments under conditions and at 
prices prevailing today.” 


Machine Tools: Volume Unchanged or Down 


“Our business will be off about 15% in the first half of 
1947. The outlook for materials and labor appears to be 
improved and we do not expect costs to change materially 
either.” . . . “Business during the first six months of 1947 
will be about 75% of that during the last half of 1946. The 
outlook for materials and component parts is very unsatis- 
factory, and we expect an increase in costs.” . . . “The de- 
ferment of, new models by the automotive industry has a 
definitely depressing effect on our business. We do not 
expect any difficulty in obtaining labor.” . . . “We expect 
units sold to be down about 20%. Labor will remain pretty 
tight in our community, but we look for some improvement 
in most materials. Generally, material costs will rise another 
10% to 15%.” . . . “New orders will decline 10% to 20%, 
but owing to our considerable backlog and barring serious 
labor and material difficulties, production should be ahead 
of 1946.” . . “We would not be surprised if material 
costs are increased even if labor rates are held stationary.” 

“Our volume of business should equal that for 1946. 
Both material and labor supplies will be more readily avail- 
able, but at higher costs.” . . . “Our volume should be 
within 5% above or below the 1946 level. There will be 
plenty of some materials, and a scarcity of others.” . . 
“Our backlog should insure continuing shipments at some- 
what higher levels than at present but incoming orders may 
drop off. Granting labor peace, the material situation should 
clear up quickly. Costs of both material and labor will in- 
crease, but probably not substantially.” . . “The first 
half of 1947 should be equivalent to the last six months of 
1946.” . . . “Skilled labor for our industry is lacking, but 
there is some sign of increasing efficiency.” . cao yi 
almost impossible for us to buy enough castings, and the 
supply of motors is very poor.” . . . “Our volume of busi- 
ness should be approximately 10% ahead of the last half 
of 1946.” . . . “We anticipate a 10% rise in volume, Labor 
supply is adequate and the type of materials we use should 
not be too scarce. Costs will trend upwards, but we doubt 
whether they will accelerate rapidly.” 


“We are again facing normal competition.” . . . “Our 
industry is now in the transition period, if not already over 
it. This shift is being augmented by the surplus being of- 
fered by WAA.” . . . “We have a comfortable backlog but 
competition is present.” . . . “Our industry is finding stiff 
price competition from hundreds of new, small companies, 
but at the same time backlogs are remaining stationary. 
Normal competition will come only when business falls gen- 
erally at least 25% from present operating levels.” . . . 
*‘We are increasing our selling force in the last half of 19477.” 
. . . “There are some signs of approaching cutthroat com- 


petition.” . . . “Normal competitive conditions should re- 
turn in 1947.” . . . “We are definitely in a sellers’ market 
with some deliveries as much as twelve months away. We 
look for a return to normal in two to three years.” 

“We have no plans for expansion of facilities during © 
1947.” . . . “We expanded our facilities quite a little in 
1942 and are using them to capacity, but need nothing fur- 
ther.” . . . “We are doubtful as to the wisdom of expand- 
ing plant facilities at this time with present high building 
costs. We have been reequipping our plant with late-model 
efficient machine tools, however. This has been financed 
from current assets.” . “We had planned a rather 
extensive expansion program for 1947, financed out of re- 
serves, but we have postponed it for a year. Construction 
costs have risen to ridiculous heights, and material shortages 
would probably delay completion for about eighteen months 
of a building that would normally be finished in six 
months.” . . . “We have definitely abandoned our expan- 
sion program and expect it to remain dormant until we have 
had a substantial period of profitable operations.” . . . “We 
bought a considerable number of machines from the RFC, 
which were already in our possession, and in addition 
built a new building to provide necessary technical capac- 
ity.” . . . “We are now building an addition to our plant 
financed from current operations.” . . . “We have replaced 
old equipment with modern, faster equipment.” 


Office Equipment: Competition in Late 1947 


“The material supply situation looks bad as far as steel 
and cast iron are concerned. Labor should loosen up about 
April. Material costs will probably go up considerably, and 
possibly labor costs as well.” . . . “We anticipate an in- 
crease in volume of 20% to 25%. Costs will increase a min- 
imum of 10%.” . . . “The schedules we set might give us 
a 20% increase or more over the first half of 1946.” . . . 
“Our business should increase 5%. We expect labor and 
materials will be short in this period, with an easing in both 
in the last six months.” . . . “Our volume will approximate 
that for the last half of 1946 except that it will reflect an 
approximate 10% price increase recently put into effect.” 
. . . “Business will remain about level. Both material and 
labor supplies will become somewhat easier. There probably 
will be some decrease in the cost of materials.” . . . “We 
have just about reached the top of our production and with 
our backlog we expect to hold this level.” 

“We look for a return to normal competition possibly in 
the second quarter of 1947 and certainly in the second half.” 
. . . “We will be returning to normal competition in the 
fall of 1947. In some lines, there is evidence of it already.” 
. . « “We look for a return of normal competition in the 
latter part of 1947 or the first part of 1948.” . . . “I do not 
see a return to a normal competitive market in 1947.” 

“We are planning expansion in 1947, to be financed out 
of our regular working capital.” . . . “Our plans have been 
temporarily suspended because of the unavailability of 
structural steel and the shortage of labor.” . . . “We ex- 
panded our plant modestly, part during the war and part 
more recently, all financed with our own money.” .. . 
“We are finding it extremely difficult to obtain the special 
machinery which is a part of our program. Our financing 
is being handled entirely out of our surplus.” . . “We 
took over a new plant in 1946 which trebled our usable floor 
space. No further expansion is planned.” . . . “Anybody 
who is planning to expand plant facilities in 1947 is crazy.” 


OTHER MANUFACTURES 
Chemicals: Outlook for Materials Brighter 


“Our volume during the first six months of 1947 will be 
about 50% ahead of the corresponding period of 1946. The 


January, 1947 


BUSINESS RECORD 31 


recent improvement in the raw material situation should 
continue, but the “iia situation will probably remain close 
to the present level.” . “Adjusted for seasonal variation, 
we expect sales to increase from 10% to 15%. Supplies of 
raw materials are a little better and we are counting on 
increased sales volume and decreasing unit costs to cover 
material, container and labor cost increases.” . . . “We 
expect a shortage of some of the essential materials we use. 
We do not anticipate any shortage of labor except of a 
highly technical character. Costs will continue upward, but 
there probably will not be any drastic increases.’ 

“Our forecasts show an increase in dollar volume of about 
15%. Labor supply should be adequate, at an increased 
cost of 10% to 18%.” . . . “We expect about a 10%, and 
possibly a 15%, decrease i in - volume. Labor costs will prob- 
ably increase in the first quarter of the year, and then 
remain stationary.” 


“We have not been in a sellers’ market for the past six 
_ weeks.” “Before the end of the first half of 1947, all 
our items will be sold in a normal competitive market.” 
“Normal competition is likely to commence in the second 
or third quarter of 1947.” . . . “By summer or early fall we 
expect the end of the sellers’ market in most of our lines.” 

“By the second half of 1947 normal competition will 

have returned in most of our lines.” 


“We are expanding out of our reserves during 1947.” 
“We hope to complete our expansion during 1947.” . . 
“Our original plans have been curtailed because of high 
building ‘and labor costs so that the present expansion 
merely takes care of what is absolutely necessary at this 
time. No outside financing will be needed.” . . . “Early 
in 1946, we planned to expand our plant facilities and 
financed this through sale of additional stock.” . . . “We 
are currently building a substantial addition to our "plant 
which we will finance partly from working capital and 
partly by means of a term loan over a five- to ten-year 
period.” . . . “We are planning rather large expenditures 
in 1947 for the purpose of modernizing equipment, increas- 
ing productive efficiency, and thereby reducing costs.” 


Food Products: Expansion Programs Deferred 


“Volume in the first half of 1947 will not vary much from 
that in the last half of 1946, but the second half of the year 
should show an increase of at least 10%. Material and labor 
supplies should be adequate, although we could use a little 
more skilled labor.” . “Our physical volume will follow 
approximately the usual seasonal trend. Shortages of mate- 
rial and labor should be somewhat less acute.” . “Mate- 
rial and labor supplies will improve, but labor costs will 
probably be higher because of increased wage rates.” . . 
“We were operating at capacity during the entire year 1946 
and see no signs of a diminution of “demand during 1947. 
Not much improvement in raw materials is forecast for 
1947.” “Materials should be easier to obtain i in 1947; 
costs may be reduced if free competition continues.” . . 
“Availability of our raw material will depend on the supply 
of freight cars to move it.” . . . “Business will increase in 

_the first half of 1947, but not very much. We expect an 
increase of 10% to 20% in labor costs, but the shortage 
should ease.” . . . “We look for an increase in tonnage of 

- about 25% owing to increased raw material allotments.” 
“Sales may decline 10% owing to lower prices. Prices of 
equipment may be slightly higher, and labor will probably 
be up 5% to 10%.” . . . “Costs of materials and labor 
should remain about the same.” 


“Conditions representing normal -\eynoe have already 
been restored in the meat industry.“ . “The dairy indus- 
try is in the process of shifting from a ’ sellers’ market right 
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now... . “We are currently entering a normal competi- 
tive market: for most of our products.” . . . “We look for 
a strongly competitive market by the middle of 1947.” . . . 
“T expect another return to ‘dog-eat-dog’ competition just 
as happened after World War I.” . . . “Normal competi- 
tion should return in the latter half of 1947.” 


“Our facilities will be greatly expanded in 1947, primarily 
out of current funds, although we are also planning a new 
issue of common stock.” . . . “Facilities will be expanded 
in 1947 in line with our long-term program.” . . . “We 
would like to see building costs settle down before we 
spend undue amounts for new plant and equipment.” 
“Expansion in 1947 will be confined to finishing up projects 
which have been under way for a year. This is mee 
financed through some increase in bank borrowing.” 

“Major moves will be delayed until costs are more stable.” 

. . . “We are not planning to expand in 1947. Not only 
is the cost of construction too high, but there is too great 
a delay in obtaining materials.” . “There will be more 
modernization than expansion in 1947.” . . . “We are not 
planning to expand plant facilities in 1947.” 


Paper and Products: Expansion Planned or Under Way 


“Our physical volume for the first half of 1947 should 
be about 5% to 10% higher than for the last half of 1946. 
Most raw materials will continue short, and labor supply 
will be adequate but not abundant. Prices for raw materials 
will rise about 10% and wage rates about 15%.” . . . “The 
supply of pulp is uncertain owing to the shrinkage of foreign 
imports.” . “Our volume will be only slightly higher. 
perhaps 3% to 7%, but dollar sales will be up substantially 
as a result of increases in prices. We are beginning to see 
daylight from the standpoint of adequacy of labor and pro- 
duction materials.” . . . “Costs of both labor and materials 
will be up about 10%.” . . . “Our volume will be practically 
the same. Material costs should not increase over 10%' and 
labor costs not over 10% to 15%.” . . . “Our principal 
raw materials are pulpwood and pulp, and neither is likely 
to loosen up during the first half of 1947, and both threaten 
to be more expensive.” . “We have been operating at 
maximum capacity and therefore cannot increase our vol- 
ume until new or improved equipment can be installed.” 

“Business will be about the same. Materials and labor 
will ‘be difficult to obtain, and we expect an upward trend 
in material costs and possibly another labor increase.” . . 
“Our volume of business will probably decline 10% to 20% 
owing in part to an inadequate supply of our basic raw 
materials and in part to increasing evidence of an accumu- 
lation of inventory in the hands of our customers.” 


“The demand for all paper products is as hysterical as 
ever, but this situation will change during 1947.” . . . “We 
will be in a sellers’ market at least through the first half 
of 1947.” . “We do not look for a return of normal com- 
petition until the third or fourth quarter of 1947.” . ; 
“We do not look for a return of normal competition through- 
out 1947.” . “Our sellers’ market will continue for at 
least another year.” 

“A considerable number of plant expansion programs are 
now under way in our industry, with various forms of finan- 
cing including use of funds available, new stock issues and 
loans from banks.” . “We are planning to increase our 
capacity in 1947, through refinancing our capital structure, 
probably with an issue of convertible preferred stock.” . . . 
“A certain amount of investment for equipment has been 
postponed to 1948.” . “We are in the middle of a large 
expansion program.” . . . “Our expansion program will 
be substantially completed in 1947.” . . . “Expansion in 
1947 will be financed from profits and the sale of common 
stock or convertible preferred or both.” . . . “More recently 
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we have adopted a cautious attitude toward new commit- 
ments as a result chiefly of the rapid increase in costs of 
construction and the difficulty of obtaining delivery of 
materials and equipment on schedule.” . . . “We are mak- 
ing substantial alterations and improvements in our plant 
which should result in more economical operation and im- 
proved products.” . . “We have postponed our plans 
until costs, of building and construction particularly, and 
also of machinery, are more nearly in balance with the 
potential return to be expected from such expansion.” 


Textiles: New Machinery 


“Our volume should be about 20% greater in the first 
half of 1947 as compared with the last half of 1946. Mate- 
rial and labor supplies will be progressively more plentiful 
and their cost will probably increase about 5% for materials 
and 10% for labor.” . . . “We believe a level has now been 
reached in prices. Labor should be more plentiful and we 
do not look for any great increase in rates.” . . . “Our vol- 
ume of business will rise by a very small percentage. The 
labor situation is improving very slowly. The trend of labor 
costs is definitely upward.” . . . “Because of higher prices, 
our dollar volume will be higher. . . . “There may be some 
slight easing in labor supply but labor costs will increase, 
balanced to some extent by somewhat greater efficiency.” 

. “We have been operating at full capacity and we 
expect to continue at this rate. We expect another increase 
in wages of approximately 10%.” . . “Prices may be 
slightly lower but increased production will offset this. We 
look for an easing in the supply of most materials and a 
gradually increasing supply of labor.” . . “There will 
probably be an upward trend in material and labor costs 
but this should not exceed 10% and should mark the peak 


of the current inflationary price movement.” . . . “Our 
major handicap has been labor, and we are somewhat afraid 
that the supply will not increase.” . . . “Our volume 
will be lower owing to a continued shortage of cotton and 
rayon fibers.” . . . “Our volume should be 10% to 15% 
less, since we are curtailing production of certain products 
which carry too great a risk compared with the manufactur- 
ing profit.” 


“Tn certain lines we see evidence already that consumers 
are sensitive to the question of prices.” . . . “The trend 
toward normal competition has already set in and we expect 
to see its full effects during the second quarter of 1947.” 
. . . “We look for a change in our market about the middle 
of 1947.” . . . “A real competitive market should not de- 


velop in our industry before the third quarter of 1947.” — 


. ._. “Owing to the shortage of raw materials, a sellers’ 
market will probably continue in our industry for at least 
a year.” 


“We are planning for the installation of a substantial — 


amount of new machinery in 1947. This will be financed 
from current funds.” . . . “We have a very substantial 
program for improvement and machinery replacement dur- 
ing 1947.” . . . “We had planned an expansion of quite 
some proportions but we are postponing this indefinitely 
owing to the problem of materials and prices.” . . . “We 
are planning to expand out of bank loans already obtained. 


These plans have been recently enlarged as a result of © 


surveys indicating a need for more productive facilities.” 
. . . “We have just completed an expansion of about 8%.” 


. “An extensive rehabilitation of our plant has been ~ 


abandoned because the estimates were beyond reason. A 
considerable amount of lesser items are being carried on, 
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for labor.” . . . “We are not planning any expansion.” 
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